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1545. By Mr. LINDSAY: Petition of Western Union Cable
Employees Association, New York City, protesting against
proposed merger of communication companies; to the Com-
mittee on Interstate and Foreign Commerce.

1546. Also, memorial of National Association of Letter
Carriers, urging repeal of the salary reduction as authorized
by the so-called * Economy Act”; to the Committee on
Appropriations. ’

1547. By Mr. PARKER: Petition of Mayor Thomas
Gamble and other citizens of Savannah, Ga., who are not
veterans of the Spanish War, asking the restoration of bene-
fits to Spanish War veterans, and further asking that they
have the same benefits as the Federal veterans of the war
between the States; to the Committee on Appropriations.

1548. By Mr. AYERS of Montana: Petition of Harry Arm-
strong of Armington, Mont., praying for agricultural relief
upon a basis of prices for farm and ranch products whereby
agriculture may relieve itself without drawing on the Public
Treasury; to the Committee on Agriculture.

1549. By Mr. RICH: Petition of members of the Kane
(Pa.) Parent-Teachers Association, favoring the passage of
Senate bill 1944; to the Committee on Agriculture.

1550. By Mr. SHANNON: Petition of Greater Boston
Restaurant Association, 16 Waterford Street, Boston, Mass.,
with reference to the elimination of Government restaurants
located on Federal property; to the Committee on Appro-
priations.

1551. By the SPEAKER: Petition of the Common Council
of the City of Milwaukee, Wis., regarding the creation of
a Federal commission; to the Committee on Ways and
Means.

SENATE

THURSDAY, JANUARY 11, 1934

The Chaplain, Rev. ZEBamey T. Phillips, D.D., offered the
following prayer:

O Thou, to whose all-searching sight the darkness shineth
as the light, bless us with the vision of Thyself, without
which man is no longer man; for all that thought can
grasp or eye perceive is but a shadow of Thy power, which
hath created and upholdest all.

In the joy of Thy strength may we work without haste,
without sloth, and, being faithful to the past, to eternal
truth and beauty, may we, as watchers for the dawn, look
for the unseen day when the city of God shall rise in
splendor in our midst. And since before Thee all our hearts
are bare, and not even the shadow of a thought can rise
without Thy knowledge, do Thou guard each tempted heart
and keep it pure from each unholy wish, that we may {reas-
ure only thoughts of Thee to guide us in our work through
all the cloudy days that lie ahead.

Accept our prayer, the incense of the soul, and hallow it
with Thy perfecting grace; through Jesus Christ our Lord.
Amen.

THE JOURNAL

The Chief Clerk proceeded to read the Journal of the
proceedings of yesterday, when, on request of Mr. RoBINSON
of Arkansas and by unanimous consent, the further reading
was dispensed with and the Journal was approved.

TAXATION OF INTOXICATING LIQUORS

Mr. HARRISON, I desire to enter a motion to recon-
sider the votes by which the bill HR. 6131, the so-called
“liquor tax bill ¥, was ordered to a third reading and passed
on yesterday. I desire to say that as soon as morning busi-
ness shall have been concluded I will make the motion.

The VICE PRESIDENT. The motion will be entered.

PETITIONS AND MEMORIALS

The VICE PRESIDENT laid before the Senate a letter in
the nature of a petition from Frank J. Pexa, of Lonsdale,
Minn., praying for the passage of the so-called “ Frazier
bill ”, providing for the refinancing of farm mortgages,
which was referred to the Committee on Agriculture and
Forestry.
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Mr. WALSH presented a petition of 100 citizens of the
State of Massachusetts, praying for the passage of the so-
called “ Hatfield-Keller railroad retirement bill ?, being the
bill (8. 817) to provide for a retirement system for railroad
and fransportation employees, to provide unemployment re-
lief, and for other purposes, which was referred to the
Committee on Interstate Commerce.

Mr. TYDINGS presented a memorial numerously signed
by sundry citizens of Baltimore, Md., remonstrating against
the adoption of the so-called “ Prince plan” for the con-
solidation of the Baltimore & Ohio Railroad Co. with the
Pennsylvania Railroad Co. as tending to lessen employment,
which was referred to the Committee on Interstate
Commerce.

Mr. ROBINSON of Arkansas presenfed the following
memorial of the House of Representatives of the Legislature
of the State of Arkansas, which was referred to the Com-
mittee on Education and Labor:

House Memorial 1

To the honorable Senators and Representatives from Arkansas in
the United States Congress assembled:

We, your memorialists, the House of Representatives of the State
of Arkansas, being assembled in an extraordinary session of the
forty-ninth general assembly, most respectfully memorialize and
petition you as follows:

Whereas the United States Government s spending vast sums
of money to provide employment; and

Whereas it behooves all of us in working for the Nation's recov-
ery to work for the greatest good for the greatest number; and

Whereas by reason of the regnlations under which money is
being spent by the United States Government for the purpose of
relieving the unemployment situation many persons are furnished
steady employment while others receive none at all; and

Whereas this situation leads not only to the necessity for direct
relief but to a condition of unrest among the people so affected:

Therefore we, the members of the House of Representatives of
the State of Arkansas, respectfully petition you, collectively and
individually, to use your influence to have the regulations afore-
sald changed in such manner as will more equitably distribute the
employment provided for; be it

Resolved, That the chief clerk of this body be, and he is hereby,
directed to forward at once copies of this memorial to each Mem-
ber of the National Congress from Arkansas at Washington, D.C.

STATE OF ARKANSAS,
County of Pulaski:

I, James R. Campbell, chief clerk of the House of Representa-
tives of the State of Arkansas, hereby certify that the foregoing
House Memorial 1 was duly adopted by the house of representa-
tives at the extraordinary session of 1934 and is a true and com-
pared copy of same.

James R. CAMPBELL,
Chief Clerk.

Mr, CAREY presented the following joint memorials of the
Legislature of the State of Wyoming, which were referred
to the Committee on Finance:

THE STATE ofF WYOMING,
OFFICE OF THE SECRETARY OF STATE.
UNITED STATES OF AMERICA,
State of Wyoming, ss:

I, A. M. Clark, secretary of state of the State of Wyoming, do
hereby certify that the annexed is a full, true, and correct copy of
enrolled Joint Memorial No. 1, house of representatives of the spe-
cial session of the Twenty-second Legislature of the State of Wyo-
ming, being original house Joint Memorial No. 1, approved by the
Governor on December 16, 1933, at 4:55 p.m,

In testimony whereof I have hereunto set my hand and affixed
the great seal of the State of Wyoming.

Done at Cheyenne, the capital, this 3d day of January, A.D. 1934,

[sEAL] A. M, CLaRg,

Secretary of State.
By C. J. ROGERs,
Deputy.

Enrolled Joint Memorial 1, House of Representatives, Twenty-
gecond Legislature of the State of Wyoming, memorializing the
President and the Congress of the United States to enact legis-
lation prohibiting or curtailing the importation of canned beef

Be it resolved by the House of Representatives of the special
session of the Twenty-second Legisiature of the Staite of Wyo-
ming (the senate concurring), That the Congress of the United
States be memorialized as follows: That—

Whereas there Is at this time an average monthly importation of
South American canned beef to the amount of over 4,000,000
pounds, and this canned beef is sold throughout the United States
to the detriment of the market for American-grown beef; and

Whereas the beef Industry, Wyoming's largest industry, is suf-
fering from this competition; and

Whereas the price of beef cattle produced in Wyoming is below
the cost of production: Now, therefore, be it hereby i
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Resolved by the House of Represeniatives of the special sessicn
of the Twenty-second Legislature of the State of Wyoming (the
senate concurring), That we hereby memorialize the President and
the Congress of the United States of America to pass an act pro-
hibiting further importation of canned beef; be it further

Resolved, That certified copies of this concurred memorial be
forwarded to the Wyoming Senators and the Wyoming Repre-
sentative in the Congress of the United States of America.

Oscar BEcxK,
President of the Senate.
W, M. JACE,

Speaker of the House.
Approved 4:55 p.m. December 16, 1933.
Lestie A, MILLER, Governor.

THE STATE oF WYOMING,
OFFICE OF THE SECRETARY OF STATE.
UriTED STATES OF AMERICA,
State of Wyoming, s8s:

I, A. M. Clark, secretary of state of the State of Wyoming, do
hereby certify that the annexed is a full, true, and correct copy
of Enrolled Joint Resolution No. 1, House of Representatives of the
Bpecial Session of the Twenty-second Legislature of the State of
Wyoming, being original House Joint Resolution No. 4, approved
by the Governor on December 26, 1933, at 4:40 p.m. In testimony
whereof I have hereunto set my hand and affixed the great seal
of the State of Wyoming. -

Done at Cheyenne, the capital, this 3d day of January, A.D. 1934,

[SEAL] A. M. CLARK,

Secretary of State.
By C. J. RoGERs,

Deputy.
Enrolled Joint Resolution No. 1, memorializing Federal Emergency

Administration of Public Works to allocate funds for irrigation

projects in the State of Wyoming, in addition to the funds

allocated to the Casper-Alcova project

Whereas there is now pending from Wyoming before the Fed-
eral Emergency Administration of Public Works an application of
the French Creek Irrigation Co., of Johnson County, for the sum
of §100,000 for the construction of a reservoir and ditch; of the
Greybull Valley irrigation district, of Big Horn County, for the
sum of $868,000 for the construction of a reservoir and dam; of
the Bear River Water Users' Association of Uinta County the sum
of $433.800 for the construction of a reservoir; of the Rock Creek,
Piney Reservolr & Ditch Co., of Johnson County, the sum of
$60,000 for construction of a reservoir; and of Clear Creek irri-
gation district, of Johnson County, for the sum of $106,600 for
construction of a reservoir; and for the construction of the Bull
Lake Reservoir in Fremont County the sum of $400,000; and

Whereas these projects have been approved by the State advisory
board and State administration for allocation and loan; and

Whereas a formal application has been made to the State ad-
visory board and State administration on the part of the North
Piney irrigation district in Sublette County for the sum of $80,000;
by the settlers’ irrigation district of Lincoln County for the sum
of $100,000; and for the Owl Creek Reservoir, of Hot Springs
County, for the sum of $360,000; and

Whereas there are seven additional applications to the State
advisory board and State administration in course of preparation
asking allocations for frrigation purposes in the total amount of
£555,000; and

Whereas these applications are in almost every instance for the

urpose of securing a supplemental supply of water for lands now
under frrigation by the impounding of flood waters; and

Whereas the Federal Emergency Administration of Public Works
has in the States of Washington, Oregon, California, Arizona, Mon-
tana, and other States allocated funds for public works in addition
to those allocated for the major project therein; and

‘Whereas there has been allocated by the Federal Emergency Ad-
ministration of Public Works $22,700,000 for the construction of
the Casper-Alcova project in Wyoming; and

Whereas the funds asked fo be allocated for projects in Wyo-
ming other than ‘those allocated for the Casper-Alcova project are
less than $2,500,000; and

Whereas there has been allocated |n the State of Washington,
in addition to $63,000,000 for the Grand Coulee project, an addi-
tional $1,000,000 for other work: in the State of Oregon, in addi-
tion to $20,500,000 for the Bonneville Dam, over 87,500,000 for
other projects; in the States of California and Oregon, in addition
to $38,000,000 for the Boulder Dam, over $48,000,000 for other proj-
ects; in the State of Montana, in addition to $15,5600,000 for the
Fort Peck Dam, over £1,000,000 for other purposes; in the State
of Tennessee, in addition to $50,000.000 for one project, a sum of
over $2,000,000 for other purposes; while in the State of Wyoming,
in addition to $22,500,000 for the Casper-Alcova project, there has
been allocated to Wyoming only 820,000 for other purposes: There-
fore be it

Resolved by the House of Represeniaiives of the special session
of the Twenty-second Legislature of Wyoming (the senaie con-
curring), That we impress upon the Federal Emergency Adminis-
tration of Public Works the great necessity of funds for these
projects and the urgent need of a sufficient supply of water to
properly irrigate the lands within these projects, which can only
be secured by the impounding of the fiood waters of our streams,
that we call upon the State officials and State advisory board and
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State administration to use every effort on their part to secure
the allocation of additional funds sufficlent to provide for these
projects; and be it further

Resolved, That a copy of these resolutions be malled to His Ex-
cellency, the President of the United States, to the Federal
Emergency Administration of Public Works, to the State advisory
board and State administration, and to each of our Representa-
tives in the National Congress.

Oscar BECE,

President of the Senate.
Wn, M. Jacx,
Speaker of the House.
Approved 4:40 p.m. December 26, 1933.
Lesure A. MILLER, Governor.

Mr. LA FOLLETTE presented the following joint resolu-
tion of the Legislature of the State of Wisconsin, which was
referred to the Committee on Agriculture and Forestry:

‘ STATE OF WISCONSIN.
Joint resolution relating to relief for the dairy industry

Whereas over $350,000,000 will be spent in corn and hog bonuses
and approximately the same amount in wheat and cotton bo-
nuses; and

\gheraas Wisconsin will receive but $7,000,000 of this amount;
an

Whereas there appears to be no relief in sight for the da
Industry; and - e 5

Whereas, if the dairy industry was to receive treatment on the
same basis as the wheat, cotton, and corn industries, Wisconsin
woénd be receiving approximately 65,000,000 instead of $7,000,000;
an

Whereas the dairy industry is in a serlous condition: Now,
therefore, be it

Resolved by the assembly (the senate conecurring), That the
Department of Agriculture, or its Agricultural Adjustment Ad-
ministration, take vigorous measures to initiate a program along
the following lines:

1. A production-control program that will bring dairy pro-
duction somewhere nearly into line with eflective consumer
demand.

2. In connection with this basic program, a supplementary pro-
gram that will tend to take existing surpluses of dairy products
off the market and increase the price of dairy products to what-
ever extent effective consumer demand will permit.

3. A subsidiary program to check the imports of so-called
“manufactured * cream, vegetable oils, and casein, and an ade-
quate internal tax on all butter substitutes.

Resolved jfurther, That suitable copies of this resolution be
forwarded to Hon. Henry Wallace, Secretary of Agriculture, Wash-
ington, D.C., to both Houses of the Congress of the United States,
and to each Wisconsin Member thereof.

THoMAS J, O'MALLEY,
Presideni of the Senate.
R. A. CoBBaN,
Chief Clerk of the Senate.
C. Youna,
Speaker of the Assembly.
Jorw J. Stocum,
Chief Clerk of the Assembly.

Mr. LA FOLLETTE also presented the following joint reso-
lution of the Legislature of the State of Wisconsin, which
was referred to the Committee on Immigration:

STATE oF WISCONSIN.

Joint resolution memorializing Congress to temporarily reduce or
cancel the fees payable under the naturalization laws

Whereas many persons In Wisconsin, as well as in other States,
who desire to become citizens of the United States, are unable to
take the necessary steps for naturalization at this time because of
inability to pay the fees and expenses prescribed by the naturaliza-
tion laws; and

Whereas there are a large number of cases where declarations
of intention have already been filed and the prescribed periods of
validity for filing petitions for citizenship will have expired before
recovery from unemployment, and many cases of persons unable %o
pay the required fees and expenses for filing a declaration of inten-
tion; and

Whereas the policy of the Federal and State Governments generally
to relax, modify, or suspend normal requirements in favor of per-
sons handicapped in the present economic emergency should be
applied at least temporarily to those seeking naturalization: Now,
therefore, be it

Resolved by the assembly (the senate concurring), Thav this
legislature respectfully memoralizes the Congress of the United
States to amend the naturalization laws by reducing or canceling
all naturalization fees and expenses until July 1, 1935, so that
persons who are otherwise qualified but who, under the present
economic conditions, are unable to pay the prescribed fees and
expenses, may proceed with naturalization; also to so extend any
prescribed periods of validity which have expired since July 1,
1933, that no naturalization rights will be lost or delayed since said
date; be it further
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Resolved, That sultably attested coples of this resolution be

transmitted to the President of the United States and to each
Member of Congress from this State.
- TaoMAS J, O'MaLLEY,

President of the Senate.
R. A. COBBAN,
Chief Clerk of the Senate.
C. Young,
Speaker of the Assembly.
JoHN J. Brocum,
Chief Clerk of the Assembly.

Mr. LA FOLLETTE also presented the following joint reso-
lution of the Legislature of the State of Wisconsin, which

was ordered to lie on the table:
STATE oF WISCONSIN,

Joint resolution memorializing the Congress of the United States
to recognize the Federal Government's obligation to share equi-
tably the proceeds of liquor taxes with the States, counties, and
cities, and to prevent intergovernmental competition in the field
of liquor taxation through the adoption of the recommendations
presented by the Interstate Commission on Conflicting Taxation
with the authority of the interstate assembly,

Whereas there i{s grave danger that the anticipated benefits of
repeal will be destroyed by unrestrained and competitive taxation
of alcoholic beverages by the Federal Government and by the
governments of the States, counties, and eities; and

Whereas the imposition by the Federal Government of taxes or
other imposts on alcoholic beverages without regard to similar
burdens imposed by the States, counties, and cities may result in
a combined load of taxation so heavy as to encourage illicit trafiic
in these beverages; and

Whereas before Federal prohibition the States, counties, and
cities depended on liquor taxes and license fees for a substantial
proportion of their tax revenues, thus lightening the load of taxa-
tion on real property; and

Whereas If liquor taxes are again to carry a reasonab’e share of
the State and local tax burden, it is essential that the taxation
of alcoholic beverages by the Federal Government be not ex-
cessive; and i

Whereas there is grave danger that unless immediate action is
taken by the States, counties, and cities in establishing a line of
communication with the Federal Government through such bodies
es the interstate assembly and the Interstate Commission on
Conflicting Taxation, the opportunity to secure a fair division of
ligquor tax revenues will be lost: Now, therefore, be it

Resolved by the assembly (the senaie concurring), That Congress
be urged to adopt the recommendations formu'ated by the Inter-
state Commission on Conflicting Taxation at a meeting in Wash-
ington, D.C., November 10-11, 1923, and ratified by the interstate
assembly, which provide that, of the combined gross revenues
from the liquor traffic derived by the Federal and State Gov-
ernments from all sources, one half should laure to the benefit
of the States and their localities and the remaining half should
be retained by the Federal Government; be it further

Resolved, That the President of the United States be respect-
fully urged and requested to approve any bill embodying the
principles of the above recommendations in order that the pro-
visions thereof may become effective at an early date; be it
further

Resclved, That a preperly attested copy of this resolution be
sent to the President of the United States, the President of the
Senate, the Speaker of the House of Representatives, and to each
of the Members of the Congress from Wisconsin.

Traomas J. O'MALLEY,
FPresident of the Senate.

R. A. CoBBaN,
Chief Clerk of the Senate.
C. Yovne,
Speaker of the Assembly,
JoHN J. SLocum,

Chief Clerk of the Assembly.

Mr. SHIPSTEAD presented the following resolution of the
House of Representatives of the Legislature of the State of
Minnesota, which was ordered to lie on the table:

Whereas 1t is generally belleved by the people of Minnesota that
the early development of the Great Lakes-St. Lawrence deep
waterways would be of incalculable benefit to this State and the
entire Northwest; and

Whereas this much desired improvement is belng retarded, if
?ot l;locfed, by the power interests of New York State: There-
ore be 1

Resolved by the House of Representatives of the State of Minne-
sota, That we call upon our representatives in the Congress to
join with all proper forces in removing obstructions to the early
cm;aple;;'lon of the Great Lakes-St. Lawrence deep waterways; be
it further /

Resolved, That coples of this resolution be forwarded to the
entire delegation of Minnesota representatives in the Congress.

CHAS, MUNN,
Speaker of the House of Representatives.

Passed the house of representatives the 6th day of January 1934,
HARRY L. ALLEN,
Chief Clerk, House of Representatives.
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Mr. SHIPSTEAD also presented the following resolution of
the House of Representatives of the Legislature of the State
of Minnesota, which was referred to the Committee on the
Judiciary:

Whereas Tom Mooney and Warren K. Billings have been incar-
cerated in the prisons of California for 17 years, having bee
framed and convicted on perjured evidence; and X

Whereas the working class in the United States and throughout
the world have continuously demonstrated their unshaken faith
in the innocence of these men, and their determination to con-
tinue the militant mass struggle to secure the immediate and
unconditional release of Mooney and Billings; and

Whereas numerous religious institutions and liberal organiza-
tions have also demanded the freedom of Mooney and Billings on
the basis of their proven innocence; and

Whereas Judge Franklin Griffen, foremost jurist in the State of
California, and trial judge in Mooney’'s case, has declared the fol-
lowing: “ The Mooney case is one of the dirtiest jobs ever put over,
and I resent that my court was used for such a contemptible piece
of work. There is no evidence against him; there is not a serious
suggestion that any exist; Mooney Is innocent and ought to be
pardoned.”

The captain of police assigned to investigate the * Preparedness
day bomb murders” has stated that Mooney and Billings were not
given a fair and impartial trial and that Mooney and Billings
should be pardoned.

The 10 living Mooney jurors plead for his pardon. The chief
prosecutor of Mooney says that Mooney should be released. The
attorney general of California has on two occasions requested a
new trial for Mooney. The captain of detectives that helped con-
viet him has stated that Mooney did not have a fair trial and that
sanctity of the courts has been violated.

The five chief witnesses against Mooney have either confessed o
or have proven to be perjurers.

A commission appointed by President Wilson ralsed the doubts
about Mooney's guilt. In 1932 a commission appointed by Presl-
dent Hcover branded the case as an example of miscarriage of
justice. On May 23, 1933, Mooney was again brought on trial and
acguitted, yet he was sent back to prison In spite of his innocence.

Mooney's and Billings' innocence have long ago been established:
Be it therefore

Resolved, That the House of Representatives of the Legislature
of the State of Minnesota urge Governor Rolph to grant an imme-
diate and unconditional release to Mooney and Billings; and be it
further

Resolved, That we urge the President of the United States that
he instruct the Attorney General to intervene before the United
States Supreme Court for immediate release of Mooney and Billings
at the hearing of the Mooney case before sald Supreme Court set
for January 3, 1934; be it further

Resolved, That a copy of this resolution be transmitted to the
President of the United States, to the United States Senators from
Minnesota and United States Congressmen from Minnesota, and
also to Governor Rolph of the State of California.

CHas. MUNN,
Speaker of the House of Representatives.
Passed the house of representatives the 2d day of January 1934.
Harry L. ALLEN,
Chief Clerk House of Representatives.

GREAT LAKES-S5T. LAWRENCE DEEP WATERWAY PROJECT—
MEMORIALS

Mr. COOLIDGE. Mr. President, I present certain letters,
a telegram, and memorials in regard to the Great Lakes-St.
Lawrence waterway project and ask that they may be printed
in the Recorp and lie on the table.

There being no objection, the letters, telegram, and memo-
rials were ordered to lie on the table and to be printed in the
REecorp, as follows:

SPRINGFIELD CHAMBER OF COMMERCE,
Springfield, Mass., January 3, 1934.
Hon. Marcus A. COOLIDGE,
United States Senate, Washington, D.C.

Dear SEnaTOR CooLIDGE: Since it appears that the question of
ratification of the Great Lakes-St. Lawrence Deep Waterway Troaty
may be before the Senate’ at an early date, the liberty is taken of
bringing to your attention the vote of this chamber in opposition
to such ratification recorded November 7, 1832, and forwarded to
you shortly thereafter,

Very truly yours,
P. J. HILLMAN,
Ezecutive Vice President.

BosToN, Mass., January 8, 1934.
Hon. Marcus A. COOLIDGE,
Senate Office Building:

The Boston Grain and Flour Exchange opposes the ratificaticn ot
the Great Lakes-St. Lawrence Treaty now pending before the
United States Senate and urges its rejection by the Senate.

PauLn T. RoTHWELL, President.
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THE PHILADELPHIA CONFERENCE—OPPOSE ST. LAWRENCE WATERWAY
TREATY—URGENT, ACT IMMEDIATELY—ACTION OF THE PHILADELPHIA
CoONFERENCE, DECEMBER 18, 1933

THIS CANADIAN MEASURE WILL DISCOURAGE AND DEFEAT ESSENTIAL
PROJECTS TO PROMOTE COMMERCE AND EMPLOYMENT WITHIN THE
UNITED STATES

The Philadelphia conference of the Atlantic Deeper Waterways
Association, held at the Bellevue-Stratford Hotel, Philadelphia,
Pa,, December 18, unanimously adopted resolutions opposing rati-
fication by the United States Senate of the Great Lakes-St. Law-
rence Waterway Treaty and urged the allotment of Civil Works
Administration funds to such waterway projects as have been
recommended by the association and have received final approval
of the Chief of Engineers and the Secretary of War.

More than 500 delegates from the States along the Atlantic sea-
board, and from other States, attended the conference, which was
addressed by United States Senators, Members of Congress, mayors,
representatives of cities and towns, commercial and trade organiza-
tions, and others.

. l'fhe substance of the resolutions adopted by the conference is as
ollows!:

“ Resolved, That we oppose the ratification of the Great Lakes-
8t. Lawrence Deep Waterway Treaty now pending before the
United States Senate and urge its rejection by the Senate; and be
it further

“ Resolved, That before any further consideration be given to the
treaty that an economic survey be made by a governmental agency
of the projects proposed therein.

- L] L] L] - L] -

“ Resolved, That we reaffirm the ssveral declarations and resolu-
tions adopted at the last annual meeting of this association held
in October last in the city of Baltimore; and be it further

“ Resolved, That such projects as have been recommended by
this association and have received the final approval of the Chief
of Engineers and Secretary of War should receive an allotment of
funds from the Public Works Administration, and we recommend
$m§s to the favorable consideration of the Administrator of Public

or -ll

Further, the conference requested the president of the Atlantic
Deeper Waterways Association to appoint forthwith a special com-
mittee to * vigorously and continuously coordinate and promote
national opposition " to the Great Lakes-St. Lawrence Deep Water-
way Treaty, to use “ every legitimate means at its disposal to give
practical effect to this opposition ", to cooperate with others op-
posing this treaty, and to demand the expenditure of United States
nml:l:gl on United States projects. The undersigned committee was
named.

Congress meets on January 3, 1934, The treaty will be subject
to action by the Senate immediately thereafter.

Write your Senator and ask him to vote against ratification.
Urge your friends to do likewise.

Point out the advantage of giving employment to citizens of
the United States on the projects within your State which this
association has endorsed and which have the approval of the War
Department. Tell them that the money you pay in taxes should
be spent at home and not for the benefit of foreign shippers and
foreign labor.

Cooperate, whenever possible, with the members of the under-
signed committee in getting the facts before the public.

The time is short. Do it now.

Prank 8. Davis, Boston, Mass., chairman; Peter G. Ten Eyck,
Albany, N.Y.; Capt. John P. Magill, New York, N.Y.;
G. H. Pouder, Baltimore, Md.; J. Fulmer Bright, Rich-
mond, Va.; Walter H. Blair, Wilmington, N.C.; Harry G.
Barbee, Norfolk, Va.; John H. 8mall, Washington, D. C.;
Frederick W. Donnelly, Trenton, N.J.; J. Hampton Moore,
Philadelphia (ex officio), special committee.

CoMMITTEE HEADQUARTERS,
1405 Widener Building, Philadelphia, Pa.,
December 28, 1933.

READ AND AcT AT ONCE!—RESOLUTIONS OFPOSING THE ST, LAWRENCE
WATERWAY TREATY—PHILADELPHIA CONFERENCE ST. LAWRENCE
WATERWAY [REATY—NEW JERSEY BHIP CANAL AND ATLANTIC INTRA-
COASTAL WATERwWAY, DECEMEER 18, 1933

GREAT LAKES-ST. LAWRENCE WATERWAY TREATY

Whereas we, more than 500 delegates, representing the New
England, Middle Atlantic, Southern, and Gulf States, the popula-
tion of which represents two thirds of the entire population of
the United States and more than 80 percent of its yers,
assembled in conference in the Bellevue-Stratford Hotel in Phila-
delphia, Pa., on Monday, December 18, 1933, including Nationsal
and State legislators, mayors, industrial and trade officials, com-
mercial, civic, and service organizations, after due consideration
and discussion, strenuously oppose the menace of the proposed
Great Lakes-St. Lawrence Deep Waterway Treaty now pending for
ratification before the United States Senate, and we oppose as
economic suicide the said ratification on patriotic and economic
grounds, including the following:

It proposes the construction of a new deep waterway route, 50
percent of which lles in Canada, and construction of hydro-
electric power plants, B0 percent of which will reside in and belong
to Canada; to internationalize Lake Michigan, now entirely an
American lake, and to surrender our sovereignty over it; to have
the United States advance, in the first instance, all the costs,
amounting to possibly more than a billion dollars; to allow
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Canada to deduct from her share of the expense the amount of
her expenditures for waterway improvements heretofore made in
Canada and denies to the United States similar credits for prac-
tically all moneys expended in American territory; provides that
all improvements made In Canada (80 to 90 percent) shall be
made with Canadian labor, Canadian materials, and by Canadian
engineers; favors the position of the Canadian wheat exporter in
his keen competition with the American wheat farmer who is
already handicapped by British preferential tariffs; provides the
means to divert the Great-Lakes traffic which now finds its way
to the Atlantic and the Gulf through American waterways and
over American ralflroads to Canadian ports by means of Canadian
transportation facilities, all to the injury and destruction of our
own rail and waterway transportation facilities and to the injury
also of American investors in our transportation enterprises and
terminals: Therefore be it :

Resolved, That we oppose the ratification of the Great Lakess-
St. Lawrence Deep Waterway Treaty now pending before the
United States Senate and urge its rejection by the Senate; and be
it further

Resolved, That before any further consideration be given to the
treaty that an economic survey be made by a governmental agency
of the projects proposed therein.

If you oppose this un-American treaty, write your Senator
immediately.

Respectfully,

Frank 8. Davis, Boston, Mass,, chairman; Peter G. Ten Eyck,
Albany, N.Y.; Capt. John P. Magill, New York, N.Y.;
G. H. Pouder, Baltimore, Md.; J. Fulmer Bright, Rich-
mond, Va.; Walter H. Blair, Wilmington, N.C.;, Harry G.
Barbee, Norfolk, Va.; John H. Small, Washington, D.C.;
Frederick W. Donnelly, Trenton, N.J.; J. Hampton Moore,
Philadelphia, Pa. (ex officio), special committee.

CoMMITTEE HEADQUARTERS,
1405 Widener Building, Philadelphia, Pa.

ATLANTIC DEEPER WATERWAYS ASSOCIATION,
Philadelphia, January 2, 1934.
Hon. Marcus A. COOLIDGE,

United States Senate, Washington, D.C.

My Dear Senator: I respectfully direct your attention to the
enclosed circular letter, also copy of a resolution adopted at the
conference held in Philadelphia on December 18, 1933, in opposi-
tion to the ratification of the Great Lakes-St. Lawrence Deep
Waterway Treaty.

This association is strenuously opposed to ratification at this
time and believes that the funds to be spent by the United States
on this project would serve a more useful purpose if used upon
projects wholly within the United States.

We invite your careful consideration of the matter and respect-
fully urge you to vote against ratification, since, among other
things, the alleged benefits to be derived do not appear to justify
the enormous cost.

With best wishes, I am, very truly yours,
J. H. Moong, President.
BUREAU OF TRANSPORTATION AND PUBLIC SERVICE OF
THE NEw BEDFoRD BoArp oF COMMERCE,
New Bedjord, Mass., January 3, 1934.

Re: Great Lakes-St. Lawrence Waterway Treaty.

Hon. Marcus A. COOLIDGE,
United States Senator, Senate Office Building, -
Washington, D.C.

My Dear SENATOR: One of the most important matters which
will come before the United States Senate at the session of Con-
gress opening today will be that of the ratification of the Great
Lakes-St. Lawrence Waterway Treaty. The approval of the United
States Senate to this treaty with Canada will result in a long step
being taken forward toward the construction of a most expensive
international waterway, the actual need of which is still most un-
certain. Of very vital Importance to our country is the possibility
of great harm being done to New England and other sections of
the United States by the construction of this international
waterway.

In a circular covering the resolutions opposing the Great Lakes-
8t. Lawrence waterway treaty, recently issued by & special com-
:?Jit:ee of the Atlantic Deeper Waterways Association, it is stated

at:

“It proposes the construction of a new deep waterway route;
90 percent of which lles in Canada, and construction of hydro-
electric power plants, 80 percent of which will reside in and be-
long to Canada; to internationalize Lake Michigan, now entirely
an American lake, and to surrender our sovereignty over it; to
have the United States advance, in the first instance, all the costs,
amounting to possibly more than a billion dollars; to allow Can-
ada to deduct from her share of the expense the amount of her
expenditures for waterway improvements heretofore made in Can-
ada, and denies to the United States similar credits for practically
all moneys expended in American territory; provides that all im-
provements made in Canada—80 to 80 percent—shall be made with
Canadian labor, Canadian materials, and by Canadian engineers;
favors the position of the Canadian wheat exporter In his keen
competition with the American wheat farmer who is already
handicapped by British preferential tariffs; provides the means to
diveri the Great Lakes traffic which now finds its way to the
Atlantic and the Gulf through American waterways and over
American railroads to Canadian ports by means of Canadian trans-
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portation facilities; all to the injury and destruction of our own
rail and waterway transportation facilities and to the injury,
also, of American investors in our transportation enterprises and
terminals.”

If this portion of this statement of this association gives a
true analysis of the facts, then it is time for our Representatives
in Congress to most strenuously oppose the further expenditure
of public funds in foreign countries and for foreign needs. It
is about time that the United States stop being used as a lamb
for fleecing purposes by forelgn countries under the urge of ill-
advised and untruthful propaganda disseminated throughout our
country by those having more than a passing interest in such
practices.

This letter is written in behalf of the New Bedford Board of
Commerce, an organization representing the civie, business, and
industrial interests of the city of New Bedford, and the New
England Traffic League, an organization of transportation men
representing approximately 200 industries and commercial organi-
zat.lonsvof New Ent?ll:jalnd.

ery res ours,
<L it g A. H! FERGUSON,
Manager Bureau of Transportation and Public Service;
Chairman Ezxecutive Committee the New England
Traffic League.
BostoN, January 9, 1934,
Hon. Marcus A. CoOLIDGE,
Senate, Washington, D.C.

My Dear Senartor: I would like to call your attention to the
proposed ratification of the St. Lawrence River Treaty, which I
assume will come before you during this session of Congress. We
are very much opposed to the ratification of this treaty until a
proper investigation is made on this whole subject, and we trust
that you will see that the interests of New England are protected
by opposing this treaty.

Very truly yours,
Moror TrRUCK OWNERS SERVICE BUREAU,
Day BAKER, Legislative Counsel.
LAWRENCE, Mass., January 8, 1934,
Hon. Marcus A. COOLIDGE,
United States Senate, Washington, D.C.

Dear SenaTor CoormnGe: The directors of the Lawrence Chamber
of Commerce unanimously voted opposition to the St. Lawrence
Deep Waterway Treaty, and also that notice of this action be sent
to our two United Siates Senators.

From information which the board of directors have at hand,
the opposition to the treaty was based on the following:

1. The treaty should be given no further consideration until an
official economic survey has been made by a competent, unbiased
TUnited States commission and until it can be proved beyond doubt
that there will be an adequate return on the gigantic investment
that would be required.

2. Ninety percent of the St. Lawrence River lies wholly within
Canada.

3. Ninety percent of the grain that might be exported through
the St. Lawrence would be Canadian grain.

4. Ninety-eight percent of the ocean-going ships that would
transport grain would be foreign bottoms.

5. Eighty percent of the waterpower capable of development
would be Canadian; in order words, four of the five million
horsepower which could be harnessed would be Canadian.

6. Sixty-six and two thirds percent of the new money invested
in this project would be United States money.

7. Therefore the project is 80 percent to 90 percent Canadian,
while 6624 percent of the new money would be paid by the United
Btates.

8. This proposed waterway could only be operated 7 months of
the year, at best.

9. Expert engineers and analysts of Infernational reputation
certify that the cost of this project would be more than double
the estimates.

10. The treaty would make the United States surrender Lake
Michigan and make it an international lake,

11. The treaty in article VIII does not provide sufficlent water
diversion for the Chicago Drainage Canal or for the Mississippi
River channel.

12. The western farmer has been told he would be saved 8 to
10 cents a bushel on grain transportation, while the present rate
is only about 4!4 cents from Duluth and Fort Willlam to
Montreal.

13. The total cost of the power developed with the construc-
tion of trunk-line transmission lines, rights-of-way, etc.,, would
be so great that the power could not compete with established
power companies, when the taxes the citizens will have to pay
ons+the development are taken into consideration,

14, The United States Department of Commerce, in a purported
economic survey dated 1926, states in its report that no attempt
has been made to determine the amount of traffic which would
actually move over this proposed canal or the total amount of
savings that might result.

15. There are scores of other unanswerable facts which have
been presented to the United States Senafe as to why the treaty
should not be ratified, which prove that this uneconomie, im-
practical proposition should not be allowed to load this gigantic
financial burden on the taxpayers, particularly at a time like
this, and that the project would not help unemployment in this
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country, as the majority of those engaged on the work would,
under the treaty, be Canadian engineers and labor, and a large
percentage of the work would be done by machinery.

16. This project would, in no way, give immediate relief to the
present-day unemployment, which the same money spent else-
where would do.

We believe in United States money for United States proj-
ects wholly within the United States, and to be used for the
employment of United States labor.

It appears to the board of directors from the foregoing that
the proposed St. Lawrence Treaty is undoubtedly favorable to
Canada and that before final action is taken on this treaty,
thorough study and investigation should be made before com-
mitting this Nation to a treaty which does not appear to be
equitable, In accordance with this sentiment, the directors of
the Lawrence Chamber of Commerce earnestly request you to cp-
pose the ratification of the proposed St. Lawrence Treaty.

Very truly yours,
LawreNcE CHAMBER oF COMMERCE,
JouxN J. O'RouURkE, Secretary.

JANUARY O, 1934.
Hon. Marcus A. CooLIDGE,
United States Senate, Washington, D.C.

Dear Me. Coormce: Among the agenda for the next year pro-
posed to somz of the New England commercial bodies is the
following:

“Opposition to ratification of St. Lawrence waterway as an
enterprise adversely affecting New England.”

I beg leave to question the correctness of this assumption.

The inferests of New England are not opposed to the interests
of the country at large, nor can New England escape the reper-
cussion of any great and lasting injury suffered by any region
of our country, much less can it escape the result of any injury
suffered by the region to which transportation is furnished by
the Great Lakes.

That region with its numerous cities, running from Lake
Ontario to the heads of Lakes Michigan and Superior, has a
natural outlet to the ocean, ending with the St. Lawrence Valley.
All but a short section of this outlet has already been improved
for navigation by large ocean-going vessels. The present is a
time when this waterway can be completed to advantage owing to
the need of starting public works for furnishing employment.

In addition to its great agricultural interest, that region is
especially adapted to heavy industries. It therefore has especial
need for the cheap water transportation which completion of the
St. Lawrence Valley improvement would afford,

These industries can be muliiplied and greatly developed by
means of such Iacilities.

The population that can be so supported is maturally tributary
to the textile and other industries on which New England de-
pends, The two regions supplement each other.

The prosperity of that region under the same tariff will mean
prosperity to New England in countless ways, through demand for
New England products. Injury to that region will work corre-
sponding injury to New England.

Even from the most narrow and sordid point of view, New Eng-
land cannot afford to throttle the natural outlet of this great
region to the sea by asking its Senators to take advantage of the
two-thirds vote required for treaty ratification on which com-
pletion of the waterway depends. |

There are, however, additional reasons why this so-called “ inter-
est " in stopping this outlet should not be invoked By those who
maij;; think that for the immediate present there may be something
in it.

What kind of a country are we going to have if the vital and
lastihg advantages of one region are to be sacrificed to the small
advantage of another? Are we to be a nation of people helping
and standing by one another, or a collection of parochial-minded
sections Jealously competing in mutual strangulation?

What would New England have thought if the lake region and
the upper Mississippl Valley had opposed the Panama Canal, on
the ground that it would give the Atlantic seacoast an advantage
over them in commerce with the Pacific coast, as it has?

What kind of a standing will New England have when some of
its own interests are at stake in Washington, as they frequently
are, in tariff and other matters, if its commercial bodies and its
Representatives have inaugurated such a narrow and selfish policy
of mutual injury?

Are we to expect the utmost consideration from those to whom
we have a lasting and gratuitous injury at a time when public
works at no profit at all are being undertaken for the mere em-
ployment of the idle?

From no point of view, either broad or narrow, selfish or un-
selfish, is it to the Interest of New England to shut off the basin
of the Great Lakes from access to the sea?

Very truly yours,
R. M. BraprLey.

RESOLUTIONS OF THE NATIONAL FARMERS' UNION
Mr. CAPPER. Mr. President, I ask unanimous consent
to have printed in the Recorp a copy of the resolutions
adopted by the National Farmers’ Union at its annual con-
vention, held in Omaha, Nebr.,, November 20, 21, and 22,
1933. L
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The Farmers’ Union is one of our great national farm
organizations, and its program is worthy of the careful at-
tention of every Member of the Senate. For myself, I want
to say that I am in entire sympathy with the purposes of the
Farmers’' Union, and in a general way find myself in accord
with nearly all of the program.

I would especially urge Senators to notice the sfrong en-
dorsement given the so-called “ Frazier bill” providing the
refinancing of farm mortgages at a rate of 3-percent interest.

AnotHer part of their program calls for the repeal of
the Federal tax of 1 cent a gallon on gasocline. Farmers
are among the largest purchasers of gasoline, and are heavily
hit by this tax, which in my judgment should be allowed to
the States for highway purposes only. I have introduced
a bill to repeal this tax, and hope to see it passed at this
session.

The Farmers’ Union also calls upon Congress, and rightly,
to “pass such legislation as would, absclutely, prohibit
gambling in farm products by boards of trade, cotton ex-
changes, and other speculators.”

I most heartily endorse that plank in their platform of
needed legislation, and have introduced a bill fo accomplish
that purpose.

Mr. President, I send to the desk the resolutions adopted
by the National Farmers’ Union, and ask that they be
printed in the REcorp as a part of my remarks, and appro-
priately referred.

There being no objection, the resolutions were referred
to the Committee on Agriculture and Forestry and ordered
to be printed in the REcorp, as follows:

NATIONAL FARMERS' UNION FROGRAM, ADOPTED UNANIMOUSLY IN
ANNUAL CONVENTION HELD IN OMAHA, NEBR., NOVEMEER 20, 21, 22,
1933
1. The Frazier bill, providing for the Government's refinancing

farmers at a rate of 114-percent interest.

2. The Swank-Thomas bill, providing for Government regulation
of the marketing of farm crops on a basls of the farmer receiving
for that portion of his crop needed for domestic consumption a
price of not less than cost of production, including a reasonable

rofit.

£ 8. The Wheeler bill, providing for the remonetization of silver.
4, The Thomas bill, which provides for the Government issuing

full legal-tender, non-interest-bearing currency to pay the debts of

the Nation instead of issuing more interest-bearing bonds.

5. We believe all taxation should be based on ability to pay.
We further believe there is just one test of ability to pay, and that
is net income at the end of the year. We therefore support such
rates on net incomes as will pay the expenses of govern-
ment.

We realize that the concentration of wealth in the hands of a
few to the extent that today in the United States less than 5
percent of the people own 90 percent of the wealth of the Nation
is a menace to the life of the Nation. History teaches from
Babylon to Russia that where such conditions exist one of two
things happens—either there Is redistribution of wealth or revolu-
tion and overthrow of the government,

To prevent the latter the Farmers' Unlon proposes such amend-
ments to the inheritance and gifts tax law as will limit the
amount an individual can take from an estate to one half million
dollars.

6. We are opposed to the large appropriations being made in
preparation for war.

For 40 years this Nation has preached peace while at the same
time spending more money every year on wars—past, present, and
future—than any other country in the world. It is our position
that such a policy is hypocritical and inconsistent.

We are also unalterably opposed to compulsory military training
in any form, and especlally in tax-supported institutions of
learning.

1. Fgmem are the largest purchasers of gasoline of any group,
hence the largest payers of gasoline taxes. We are opposed to the
Federal taxes on gasoline and to the diversion of taz funds raised
by the various States from road building and malntenance

¥ 8. We believe Congress should pass such legislation as would
absolutely prohibit gambling in farm products by boards of trade,
cotton exchanges, and other speculators.

9. It is our position that so long as industry is protected by
tariff, agriculture is entitled to the same protection.

10. We urge the next session of Congress to pass such legislation
as will give the Philippines immediate and absclute independence.

11. We favor further and more effective legislation against the
use of oriental oils in the manufacture of oleomargarine. Such
. legislation is needed to protect the dairy farmers of the Nation.

12. The eighteenth amendment has been repealed. We favor
such legisiation as will place the manufacture and distribution of
all intoxicating liquors in the Government. This would remove
profits, which is the biggest element of evil in the liquor traffic.

L] L] L] L L ] L] L ]
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It is the position of the Farmers’ Union that agriculture should
be placed on an equality with industry in the matter of tariffs.

At the present time wheat is being imported in this country,
Oriental olls and fats are coming in at an increased ratio. Cattle
are the lowest in price in 50 years, yet a large percent of the
canned beef found in the chain stores in this country comes from
South America.

We demand that in all these things the Government should im-
mediately place an embargo against forelgn importations of agri-
cultural products in which this country produces more than
enough for home consumption.

During the war American boys from farm and factory served
their country in France in the mud and rain of the trenches for
the pittance of $1.25 cents per day, while the millionaires at home
were piling more miilions on top of their already swollen fortunes,
colntltl:g money out of the blood of the flower of our American
youth.

The Government is taxing the people to pile up a sinking fund
to pay these ex-service boys an adjusted compensation in 1945.
This is a very expensive way of paying the acknowledged debt due
our ex-service nren.

Business languishes, people go naked and starve for lack of
medibe u;um of exchange with which to transact business: Therefore

Resolved, That the Farmers' Union is in favor of the Government
issuing full legal-tender, non-interest-bearing currency and paying
this debt to the ex-service boys at once. Such a method will cost
the Government much less than the sinking-fund plan and will
furnish 2} billion dollars of real medium of exchange over which
the bankers will have no control;

L] L3 L] L] L L] .

Whereas there have been offered in the United States Congress
two or more radical proposals intended to repeal the existing food
and law, and to substitute in its place a measure which, ac-
cording our belief, would radically change the administration
of such a law, by conferring dictatorial power upon the Becretary
?I Ag;imt:éture, unwarranted and unjustifiable at this time: There-

ore

Resolved, That this proposed act be amended so as to exclude
the word “ food " from its provisions, and regulations of the food
industries be continued under the present law; be it further

Resolved, That this convention places itself on record as opposing
any legislation or any ruling by any one in authority that would
in any way hamper or destroy the usefulness of reciprocal mutual
cooperative fire, automobile, and life-insurance companies which
have been successfully operated for many years and are of unques-
tioned stability.

Be it resolved by the National Farmers’ Union, That we ask the
President of the United States to direct the Attorney General to
file suit in the proper court to require the Secretary of Agriculture
to make public the names of those short sellers who are destroy-
ing the prices of grain, and that if the President of the United
States falls or refuses to comply with the resolution in that respect,
then the National Farmers' Union join in a move to expose such
names.

L * L » L] ® *

An uninformed electorate is dangerous to a free republic:
Therefore be it

Resolved, That the national convention pledge itself to furnish
every member the vote of the national Senators and Representa-
tives on major agricultural bills,

We demand immediate national moratorium on farm foreclo-
sures until such times as the Government provides adequate refi-
nancing, such as the Frazier bill.

Resolved, That we recommend to our membership the serlous
consideration of the methods and efforts of the national FParmers’
Holiday Association to arouse public sentiment to the injustice to
agriculture,

Resolved, Since our Farmers' Union cooperatives are not oper-
ated for profit but to effect a saving to the membership and all
operating strictly in accord with the provisions of the Capper-
Volstead Act (and also, as in the case of the Packer and Stock-
yards Administration), which forbids the promiscuous and indis-
criminate proration of dividends beyond the bounds of bona fide
membership; and be it further

Resolved, That, whereas the Internal Revenue Department now
refuses to concede our eligibility to Income tax exemption (a
policy that has been long recognized as unassailable), but now
proposes to assess us as profit concerns, we, your committee, herein
recognize an emergency and recommend that the national Union
assist our cocperatives with all its power to solve this problem and
protect our enterprises.

The National Farmers' Union goes on record as being unalter-
ably opposed to the direct purchasing of livestock such as is being
practiced by the big packers at this time by which they are
thwarting the intent and purpose of the open competitive termi-
nal marketing system, where values of livestock are established. .

We recommend to our national president, who is our legislative
Representative at Washington, D.C., to take such steps as are nec-
essary to have the Sherman antitrust law invoked to stop this
vicious practice in restraint of trade such as was done by the
attorney general of Nebarska in 1928, Because of this unwritten
agreement between the large processors of meat in allotting
territory in which there is no competition, it places the producer
of livestock at the mercy of the packing industry to establish
prices on their commodities.
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And we further recommend that our national president exert
every effort available at his command to bring to the attention
of the United States Senate and Congress the necessity of amend-
ing the Packers and Stockyards Act, to bring under its jurisdiction
all independent packing-plant stockyards and all other livestock
markets where as many as 1,000 head of livestock is sold dally.

That a copy of this demand be wired President F. D. Roosevelt.

REPORTS OF THE CLAIMS COMMITTEE

Mr. LOGAN, from the Committee on Claims, to which was
referred the bill (8. 1321) authorizing adjustment of the
claim of Korber Realty, Inc., reported it without amend-
ment and submitted a report (No. 177) thereon.

He also, from the same committee, to which was referred
the bill (S. 177) for the relief of Woodhouse Chain Works,
reported it with amendments and submitted a report (No.
178) thereon.

He also, from the same committee, to which were referred
the following bills, reported them each with an amendment
and submitted reports thereon: =

S.785. A bill for the relief of Elizabeth Bolger (Rept. No.
179) ; and

S.1429. A bill for the relief of Anthony J. Lynn (Rept.
No. 180).

BILLS AND JOINT RESOLUTION INTRODUCED

Bills and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and
referred as follows:

By Mr. FLETCHER.:

A bill (S. 2230) amending section 23 of the Merchant
Marine Act, 1920; to the Committee on Commerce.

By Mr. CAPPER:

A bill (S. 2231) to guarantee the principal of bonds issued
by the Home Owners’ Loan Corporation; to the Committee
on Banking and Currency.

By Mr. TYDINGS:

A bill (8. 2232) for the relief of the Union Trust Co., of
Baltimore, Md.;

A bill (S, 2233) for the relief of Mildred F. Stamm;

A bill (8. 2234) to extend the benefits of the United States
Employees’ Compensation Act of September 7, 1916, to Anna
S. Matthews;

A bill (8. 2235) for the relief of Mary Kress, Myer Toor,
and Theresa Toor; and

A bill (8. 2236) for the relief of the estate of Oscar F.
Lackey; to the Committee on Claims.

A bill (8. 2237) granting an increase of pension to Cath-
erine Merritt; to the Committee on Pensions.

By Mr. DILL:

A bill (8. 2238) to provide for the payment of damages
to certain residents of Alaska caused by reason of extending
the boundaries of Mount McKinley National Park; to the
Committee on Claims.

By Mr. PATTERSON:

A bill (8. 2239) for the relief of Minnie D. Hines; to the
Committee on Claims.

A bill (8. 2240) granting a pension to Lillian LaMotte
(with accompanying papers); and

A bill (8. 2241) granting a pension to William K. Price
(with accompanying papers) ; to the Committee on Pensions.

By Mr. GEORGE:

A bill (S. 2242) for the relief of the Collier Manufacturing
Co., of Barnesville, Ga.; to the Committee on Claims.

By Mr. COPELAND: ;

A bill (8. 2243) for the adjudication and determination of
the claims arising under the extension by the Commissioner
of Patents of the patent granted to Frederick G. Ransford
and Peter Low as assignees of Marcus P. Norton, no. 25036,
August 9, 1859; to the Committee on Post Offices and Post
ROa.dS. 4

A bill (S. 2244) to amend Public Law No. 2, Seventy-third
Congress, entitled “An act to maintain the credit of the
United States Government”, enacted March 20, 1933, to
continue retirement pay to certain emergency officers dis-
abled in line of duty during the World War; to the Commit-
tee on Military Affairs. ;
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By Mr. McKELLAR:

A bill (S. 2245) for the relief of Meyer Morris; to the
Committee on Claims.

(Mr. CoreLanD, Mr. VANDENBERG, and Mr. MurpHY intro-
duced Senate bills 2246 to 2258, inclusive, which appear
under another heading at the end of the remarks of Mr.
COPELAND.)

By Mr. ROBINSON of Arkansas:

A bill (8. 2259) granting an increase of pension to Laura I.
Robinson;

A bill (S. 2260) granting a pension to Lizzie Enight;

A bill (8. 2261) granting an increase of pension to Roy E.
George;

A bill (S. 2262) granting an increase of pension to Eliza-
beth Dunn;

A bill (8. 2263) granting a pension to Roland Burkhart;
and

A bill (8. 2264) granting a pension to Hosea M. Jones; to
the Committee on Pensions.

A bill (S. 2265) for the relief of Ira N. Saffell;

A Dbill (8. 2266) to authorize the sale of a portion of the
Fort Smith National Cemetery Reservation, Ark., and for
other purposes;

A bill (8. 2287) for the relief of Isaac Pierce; and

A bill (S. 2268) to provide for the commemoration of the
Battle of Helena, in the State of Arkansas; to the Commit-
tee on Military Affairs.

A bill (8. 2269) for the relief of Emma Fein;

A bill (S. 2270) to carry out the findings of the Court of
Claims in the case of W. W. Busby, administrator of the
estate of Evelina V. Busby, deceased, against the United
States;

A bill (8. 2271) for the relief of James W. Green, Jr.;

A bill (8. 2272) for the relief of Bert Moore; and

A bill (8. 2273) for the relief of Claude A. Brown and Ruth
McCurry Brown, as natural guardians of Mamie Ruth
Brown; to the Committee on Claims.

A bill (S. 2274) to establish the Ouachita National Park
in the State of Arkansas; to the Committee on Public Lands
and Surveys.

A bill (S. 2275) to further protect interstate and foreign
commerce against bribery and other corrupt trade prac-
tices; to the Committee on the Judiciary.

A bill (S. 2276) to restore the right to compensation to
Roberta K. Dillon; to the Committee on Finance,

A bill (8. 2277) to establish fish and game sanctuaries in
the national forests; to the Special Committee on Conserva-
tion of Wild Life Resources.

By Mr. CAPPER:

A joint resolution (S.J.Res. 72) to authorize and direct
the Secretary of Agriculture to investigate the cost of main-
taining the present system of future trading in agricultural
products and to ascertain what classes of citizens bear such
cost; to the Committee on Agriculture and Forestry.

CONTROL OF ALCOHOLIC BEVERAGES IN THE DISTRICT—
AMENDMENTS

Mr. WALSH submitted amendments intended to be pro-
posed by him to the bill (H.R. 6181) to control the manu-
facture, transportation, possession, and sale of alcoholic bev-
erages in the District of Columbia, which were ordered to
lie on the table, to be printed, and to be printed in the
ReEcorp, as follows:

On page 14, section 10, line 22, after the word * thereon”, to
insert the following:

“ The board shall- be empowered to limit all licenses when In
their discretion the further issuance of any license will be detri-
mental to the public welfare.”

On page 23, section 12, subsection (b), line 13, after the word
“license ", to insert the following: 3

“ No person (person to mean as defined in sec. 2, subsec. M,
p. 6, lines 11 and 12) shall hold more than one retailer’s license.”

FEDERAL COMPENSATION AND VETERANS' BENEFITS—AMENDMENT

Mr. HATFIELD. Mr. President, I ask unanimous consent
to submit an amendment, which I wish to call up when
House bill 6663, the independent offices appropriation bill,
comes from the House. I wish to have the amendment lie

on the table, printed, and printed in the Recorbp.
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There being no objection, the amendment was ordered
to lie on the table, to be printed, and to be printed in the
REcorp, as follows:

At the proper place In the bill to insert the following:

“8ec. —. That all of the provisions of the following acts
reducing or limiting the compensation of Federal officers and
employees, reducing or limiting or voiding the benefits, payments,
care, treatment of American veterans, their dependents and bene-
ficlaries—

“Public Law No. 78, Seventy-third Congress, first session, ap-
proved June 16, 1933 (48 Stat., pt. 1, p. 283), entitled ‘An act
making appropriations for the Executive Office and sundry inde-
pendent executive bureaus, board, commissions, and offices for
the fiscal year ending June 30, 1934, and for other purposes’;
Public Law No. 2, Seventy-third Congress, first session, approved
March 20, 1933 (48 Stat., pt. 1, p. 8), entitled ‘An act to maintain
the credit of the United States Government '; Public Law No. 428,
Seventy-second Congress, first session, approved March 3, 1833
(47 Stat., pt. 1, p. 1480), entitled ‘An act making appropriations
for the Treasury and Post Office Departments for the fiscal year
ending June 30, 1934, and for other purposes’; and Public Law
No. 212, SBeventy-second Congress, first session, approved June 30,
1032 (47 Stat., pt. 1, p. 382), entitled ‘An act making appropria-
tions for the legislative branch of the Government for the fiscal
year ending June 30, 1933, and for other purposes'’—are hereby
repealed; and such compensation is hereby restored to those basic
salary or wage rates In effect on May 30, 1932, whether on an
annual, monthly, weekly, per diem, hourly, piecework, or other
bases: Provided, That the rates of compensation for the several
trades and occupations, which are set by wage boards or other
wage-fixing authorities, shall be reestablished and maintained at
rates not lower than those contained in the respective wage sched-
ules in effect on May 30, 1932: Provided further, That nothing
herein shall be construed as reducing any compensation: And pro-
vided further, That employees of the Government who were en-
titled to promotions in rank or increases in salary or wages, and
which promotions or increases were prevented through the enact-
ment of any of the laws above referred to, shall be granted such
promotions and increases as of the date such promotions and
increases would have taken effect had the laws above referred to
not been enacted.

“Sec. 2. This act shall become effective the day following its
enactment.”

PERMITS TO IMPORT ALCOHOLIC BEVERAGES

Mr. DICKINSON. Mr. President, I submit a resolution
and ask for its immediate consideration.

The VICE PRESIDENT. The resolution will be read.

The legislative clerk read the resolution (S.Res. 127), as
follows:

Resolved, That the Federal Alcohol Control Administration be
requested to send to the Senate the names of all persons that have
been granted permits to import alcoholic beverages of any kind,
the quantity granted each permittee, and the country from which
said imports are to be received.

The VICE PRESIDENT. Is there objection to the present
consideration of the resolution?

There being no objection, the resolution was considered
and agreed to.

ADDITIONAL COPIES OF HEARINGS ON NATIONAL INDUSTRIAL

RECOVERY ACT

Mr. HAYDEN. Mr. President, it is found necessary by
the Committee on Finance to have 1,000 additional copies
of a certain hearing printed, and by direction of the Com-
mittee on Printing I report a resolution and ask unanimous
consent for its immediate consideration.

There being no objection, the resolution, S.Res. 128, was
read, considered, and agreed to, as follows:

Resolved, That in accordance with paragraph 3 of section 2 of
the Printing Act, approved March 1, 1907, the Committee on
Finance of the Senate be, and is hereby, empowered to have
printed 1,000 additional copies of the hearings held before said
committee during the first session of the Seventy-third Congress,
on the bills 8. 1712 and H.R. 5755, entitled “A bill to encourage
national industrial recovery, to foster fair competition, and to
provide for the construction of certain useful public works, and
for other purposes.™

ASSiSTANT CLERK TO COMMITTEE ON PRIVILEGES AND ELECTIONS

Mr. GEORGE submitted the following resolution (S.Res.
129), which was referred to the Committee to Audit and
Control the Contingent Expenses of the Senate:

Resolved, That the Committee on Privileges and Elections hereby
is authorized to employ an assistant clerk to be paid from the
contingent fund of the Senate at the rate of $2,000 per annum
until otherwise provided by law.
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EXTENSION OF TIME FOR INVESTIGATION OF CAMPAIGN
EXPENDITURES

Mr. CONNALLY. Mr. President, I send to the desk a reso-
lution and ask that it be read.

'I;me VICE PRESIDENT. Without objection, the clerk will
read.

The legislative clerk read the resolution (S.Res. 130), as
follows:

Resolved, That the speclal committee appointed by the Vice
President under authority of Senate Resolution No. 174, agreed to
July 11, 1832, to investigate campaign expenditures for President
and Senators in the 1932 primaries and elections, hereby is granted
an extension of time for making its full report to the Senate until
the 1st day of February 1934; and said committee hereby is con-
tinued in full force and effect pending its report.

Mr. CONNALLY, I ask unanimcus consent for the imme-
diate consideration of the resolution.

The VICE PRESIDENT, 1Is there objection to the request
of the Senator from Texas?

Mr. FESS. I understand from the reading of the resolu-
tion that it does not do any more than extend the time of
the committee to report?

Mr. CONNALLY. All the resolution does is that which is
suggested by the Senator from Ohio. It extends the life of
the committee to the 1st of February purely for the purpose
of making its report. There are to be no further hearings.
The hearings have been concluded. The report was sup-
posed to have been submitted on the first day of the session,
but some of the members of the committee were absent at
that time. I have already prepared a report so far gs I am
concerned, but it is necessary to get concurrence of the other
members of the committee who have been out of the city.
I feel that I can assure the Senate that it will be only a few
days until the committee is able to submit a report, or re-
ports if we disagree, so the Senate will have the information.

Mr. FESS. I have no objection.

There being no objection, the resolution was considered
and agreed to.

ANTIDUMPING LEGISLATION IN THE UNITED STATES AND FOREIGN
COUNTRIES (S.DOC. NO. 112)

Mr. DILL. Mr. President, I ask unanimous consent to
have printed as a Senate document a report prepared for
the Federal Trade Commission by the Export Trade Section
of the Commission on antidumping legislation in the United
States and foreign countries. This is a very complete re-
port, and I think is of marked interest to the country and
the Congress at this time.

The VICE FPRESIDENT. Without objection,
ordered.

FOREIGN FOOD PRODUCTS PURCHASED BY WAR DEPARTMENT

The VICE PRESIDENT. The Chair lays before the Sen-
ate a resolution coming over from the previous day, which
will be read.

The legislative clerk read the resolution (S.Res. 125) sub-
mitted by Mr. RoeinsoN of Indiana on the 10th instant, as
follows:

Whereas it is reported in the public press that during the year
1933 large amounts of foreign food products were purchased under
the direction of the Secretary of War for use in supplying rations
to the Army and the Civilian Conservation Corps; and

Whereas there appeared in the Washington Herald for the morn-
ing of January 9, 1934, the following article:

‘“ ARMY AND C.C.C. TO ' EAT AMERICAN '’

“The Army and the C.C.C. will consume American products
only this year. =

* Last spring considerable Argentine beef was purchased, but
Assistant Secretary of War Woodring assured President Roosevelt
yesterday that this won't happen again. ]

“The ‘doughboys' will also get more cheese this year. In
response to the demands of dairy interests, the Army will pur-
chase 1,000,000 pounds for rations ": Therefore be it

Resolved, That the Secretary of War is requested to transmit to
the Senate, as soon as practicable, a report showing the amounts
of foreign beef and other foreign food products purchased by the
War Department since March 4, 1933, for the use of the Army
and the Civilian Conservation Corps, and the prices pald therefor.

Mr. ROBINSON of Arkansas. Mr. President, that is a
resolufion submitted by the Senator from Indiana [Mr.
Roeinson], who apparently is not in the Chamber.

it is so
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Mr., McNARY. Mr. President, would the Senator from
Arkansas be willing to have the resolution passed over until
the Senator from Indiana shall return to the Chamber?

Mr. ROBINSON of Arkansas. Yes; I was going to sug-
gest that perhaps he would like to be present.

The VICE PRESIDENT. Without objection, the resolu-
tion will be passed over.

Mr. ROBINSON of Arkansas subsequently said:

Mr. President, the Senator from Indiana [Mr. RoBinNson]
has entered the Chamber since his resolution was called up
a few moments ago, being Senate Resolution 125.

Mr. ROBINSON of Indiana. Mr. President, in connection
with what the Senator from Arkansas just said, I will state
that I have received the information I asked for in the reso-
lution and, therefore, I ask that I be given permission to
withdraw the resolution.

The VICE PRESIDENT. Without objection, the resolu-
tion will be indefinitely postponed.

Mr. ROBINSON of Indiana. I send to the desk a letter
from the War Department and ask that it be read. It sup-
plies the information which I sought.

The VICE PRESIDENT. Without objection, the clerk will
read as requested.

The legislative clerk read the letter, as follows:

War DEPARTMENT,
OFFICE OF THE ASSISTANT SECRETARY,
Washington, D.C., January 10, 1934.
Senator ArraUR R. ROBINSON,
United States Senate.

DEAr SEnATOR: In reply to telephone request of Mr. Mercey, of
your office, the following information is furnished,

Under ordinary conditions the Army does not purchase any con-
siderable duantity of canned beef. However, during the spring
and early summer of 1933 when the Civillan Conservation Corps
was being assembled at Regular Army posts and being sent to their
work camps, it was necessary to buy several hundred thousand
pounds of canned corn beef. It was then learned that the market
contained a limited quantity of American canned corn beef. This
situation apparently was caused by the fact that American meat
packers with subsidiaries in South America were able to ship
canned meat from that country to the United States in spite of the
duty and still undersell their own product in this country.

The War Department, at the time mentioned, purchased all
available American canned corn beef and, in addition, bought a
quantity of South American canned corn beef estimated at about
870,000 pounds. The time element did not permit the delay that
would have resulted had foreign canned beef not been purchased
at that perlod.

In October 1933 the War Department issued instructions prohib-
iting the purchase within the continental United States of foreign
foodstuffs of any kind or for any purpose except those of & nature
not produced in the United States.

With the exception of the canned meat referred to above, pur-
chases by the War Department of imported food products for use
in the continental United States have been insignificant except
for those articles mentioned above as not being produced in the
United States; namely, tea, coffee, cocoa, chocolate, and spices.

Trusting this will give you the information you desire, I remain,

Sincerely yours,
Harry H. Woobpriyg,
The Assistant Secretary of War.

Mr, CAREY. Mr. President, in connection with the let-
ter just read, I should like to give some figures showing the
increase in the importations of canned meats.

In 1931 there were 18,119,531 pounds imported. The im-
portations for 11 months of last year were 39,177,193
pounds, which would represent 157,010 cows, showing that
even with the low prices of beef prevailing in this country
South American beef is coming in here all the time.

REPORTS OF GOVERNMENT OBLIGATIONS

The VICE PRESIDENT. The Chair lays before the Sen-
ate another resclution coming over from the previous day,
which will be read.

The legislative clerk read the resolution (S.Res. 126) sub-
mitted by Mr, Dickinson on the 10th instant, as follows:

Whereas Executive Order No. 6548, dated January 3, 1934, has
been revoked and an Executive order in lieu thereof issued, read-
ing, in part, as follows: “It is hereby ordered that all executive
departments (other than the Treasury Department), independent
establishments, agencies, and instrumentalities of the United
Btates, including corporations without capital stock which are
owned by the Government and corporations with capital stock of
which 50 percent or more is owned by the Government, except
corporations which were in existence prior to January 1, 1932, shall
hereafter submit to the Director of the Budget a weekly report
containing an itemized statement of all allocations of funds made
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during the preceding week out of any emergency appropriation or
other available emergency fund, and a weekly report containing
an itemized statement of all obligations incurred during the pre-
ceding week for the expenditure of any emergency appropriation
or other available emergency fund. Such reports shall include the
allocation of funds and the incurring of obligations through the
issuance of securities. The Director of the Budget shall keep a
current compilation and tabulation of the above-mentioned allo-
cations and obligations so reported and from time to time make
:gcllnsargfommendatiom thereon to the President as he may deem
V. I

Resolved, That a copy of all said reports furnished the Director
of the Budget be flled with the Secretary of the Senate for the
information of the Senate.

Mr. ROBINSON of Arkansas. Mr. President, the resolu-
tion was submitted to the Senate yesterday. I respectfully
suggest to the author of the resolution that perhaps he
would like to modify the language slightly, so as to request
that copies of the reports furnished the Director of the
Budget be filed with the Secretary of the Senate for the
information of the Senate, and so forth. If the resolution
may be modified in that particular, I can see no objection
to its adoption; and I am also authorized by the Director -
of the Budget to state that he will very gladly comply with
the resolution and file the reports.

Mr. DICKINSON. I have no objection to modification of
the resolution in that respect.

Mr. ROBINSON of Arkansas. I suggest a modification
by inserting the words “it is requested ”, so as to read:

Resolved, That it is requested a copy of all said reports fur-
nished the Director of the Budget be filed with the Secretary of
the Senate for the information of the Senate.

I offer that as an amendment to the resolution.

The amendment was agreed to.

The resolution as amended was agreed to.

The preamble was agreed to.

JOHN C. MERRIAM

Mr. ROBINSON of Arkansas. Mr. President, I call from
the table the joint resolution (S.J.Res. 70) to provide for
the reappointment of John C. Merriam as a member of the
Board of Regents of the Smithsonian Institution and ask
for its immediate consideration.

There being no objection, the joint resolution (S.J.Res.
70) was considered, ordered to be engrossed for a third
reading, read the third time, and passed, as follows:

Resolved, ete., That the vacancy in the Board of Regents of the
Smithsonian Institution, of the class other than Members of
Congress, caused by the expiration of the term of John C. Mer-
riam, of the city of Washington, on December 20, 1933, be filled

by the reappointment of the recent incumbent (John C. Merriam)
for the statutory term of 6 years.

SUPREME COURT DECISION IN MINNESOTA MORTGAGE-MORATORIUM
CASE

Mr. SHIPSTEAD. Mr. President, the other day the Su-
preme Court of the United States rendered an opinion in
the so-called “ Minnesota mortgage-moratorium case.” I
think it is generally admitted that it was an epoch-making
decisicn. That decision, with the footnotes, was published
in the Recorp of January 10 in the House proceedings. I
ask unanimous consent that the entire decision, the majority
opinion, the dissenting opinion, the Minnesota law, and
the footnotes may be printed as a Senale document.

The VICE PRESIDENT. Is there objection?

Mr. GORE. Mr. President, I did not quite understand
the request. Is the Senator asking that the decision of the
Supreme Court in the Minnesota case be made a Senate
document?

The VICE PRESIDENT. That is the understanding of
the Chair.

Mr. GORE. Does the request include both the majority
and minority opinions?

Mr. SHIPSTEAD. Yes; the entire record, including the
State law and the footnotes.

Mr. GORE. Were both opinions printed in the REecorp
yesterday? I did not happen to be here.

Mr. SHIPSTEAD. I am told that they were printed in
the Recorp of January 9. I have not had time to read the
Recorp through. If they were not printed in the REcorp
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of yesterday, I ask to have the minority opinion printed
also. I want the entire record printed.

Mr., GORE. I wish to suggest, if the Senator does not
object, that I should like to include in the document the deci-
sion in the case of Townsend against Townsend, in First
Peck, a Tennessee case, decided in 1821. I will not insist if
the Senator objects.

The VICE PRESIDENT, Is there objection to the request
of the Senator from Minnescta? The Chair hears none, and
it is so ordered.

Mr. GORE. Mr, President, I ask at this point that extracts
from the decision in the case of Townsend against Town-
send, to which I have referred, and also an extract from the
case of Johnson v. Duncan & Al’s Syndics. (3 Martin's
Rept.), a Louisiana case decided in 1815, both of which I
will furnish, may be printed in the CoNGrREsSsIONAL RECORD
and also printed as a Senatle document. It will be interest-
ing to every Senator.

The VICE PRESIDENT. Is there objection? The Chair
_ hears none, and it is so ordered.

Mr. GORE subsequently said: Mr. President, I have con-
ferred with the Senator from Minnesota [Mr. SHIPSTEAD].
He does not object to the extracts from opinions to which I
referred and has consented to have them included in the
document which he asked to have printed a few moments
ago.

The VICE PRESIDENT. Without objection, the docu-
ment referred to will include the matter suggested by the
Senator from Oklahoma.

Mr. GORE. Mr. President, I now ask unanimous consent
that 2 or 3 pages from the Life of Washington by John
Marshall may be printed in the Recorp and in the Senate
document authorized pursuant to the request of the Senator
from Minnesota a moment ago.

The VICE PRESIDENT. The Senator from Oklahoma re-
quests modification of the unanimous consent granted a few
moments ago at the request of the Senator from Minnasota
[Mr, SarpsTEAD] to include 2 or 3 pages from the Life of
George Washington by Chief Justice Marshall,

Mr. GORE. It is 2 or 3 pages taken from the Life of
George Washington by John Marshall relating to the same
subject.

The VICE PRESIDENT. Is there objection to the modi-
fication?

Mr. SHIPSTEAD. Mr. President, on account of the con-
fusion I did not hear the request of the Senator from Okla-
homa. Will he please state it again?

Mr. GORE. I am requesting that there be added to the
document, authorized a few moments ago at the instance of
the Senator from Minnesota, 2 or 3 pages from the Life of
George Washington written by John Marshall pertaining to
the same subject. I am sure it will be very illuminating.

Mr. SHIPSTEAD. I have no objection.

The VICE PRESIDENT. Without objection, it is so
ordered.

The extract and opinion ordered printed in the Recorp on
request of Mr. Gore are as follows:

[From “Life of Washington™ by Chief Justice Marshall]

The discontents and uneasiness, arising in a great measure from
the embarrassments in which a considerable number of individuals
were involved, continued to become more extensive. At length
two great parties were formed In every State, which were dis-
tinctly marked, and which pursued distinct objects, with system-
atic arrangement.

The one struggled with unabated zeal for the exact observance
of public and private engagements. By those belonging to it the
faith of a nation or of a private man was deemed a sacred pledge,
the violation of which was equally forbidden by the principles of
moral justice and of sound policy. The distresses of individuals
were, they thought, to be alleviated only by industry and frugality,
not by a relaxation of the laws or by a sacrifice of the rights of
others. According to the stern principles laid down for their
government the imprudent and idle could not be protected by the
legislature from the consequeneces of their indiscretion, but should
be restrained from involving themselves in dificulties by the con-
viction that a rigid compliance with contracts would be enforced.
They were consequently the umiform friends of a regular admin-
istration of justice and of a vigorous course of taxation which
would enable the State to comply with its engagements. By a
natural assoclation of ideas they were also, with very few excep-
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tions, in favor of enlarging the powers of the Federal Government
and of enabling it to protect the dignity and character of the
Nation abroad and its interests at home. The other party marked
out for itself a more indulgent course. Viewing with extreme
tenderness the case of the debtor, their efforts were unceasingly
directed to his relief. To exact a faithful compliance with con-
tracts was, in their opinion, a measure too harsh to be insisted
on and was one which the people would not bear. They were uni-
formly in favor of relaxing the administration of justice, of afford-
ing facilities for the payment of debts or of suspending their col-
lection, and of remitting taxes. The same course of opinion led
them to resist every attempt to transfer from their own hands
into those of Congress powers which by others were deemed essen-
tial to the preservation of the Union. In many of the States the
party last mentioned constituted a decided majority of the people;
and in all of them it was very powerful. The emission of paper
money, the delay of legal proceedings, and the suspension of the
collection of taxes were the fruits of their rule wherever they
were completely dominant., Even where they failed in carrying
their measures, their strength was such as to encourage the hope
of succeeding in a future attempt, and annual elections held
forth to them the prospect of speedily repairing the loss of a
favorite question. Throughout the Union the contest between
these parties was periodically revived, and the public mind was
perpetually agitated with hopes and fears on subjects which
essentially affected the fortunes of a considerable proportion of
the society. -

These contests were the more animated, because, In the State
governments generally, no principle had been Introduced which
could resist the wild projects of the moment, give the people an
opportunity to reflect, and allow the good sense of the Nation time
for exertion. This uncertainty with respect to measures of great
importance to every member of the community, this instability
in principles which ought if possible to be rendered immutable,
produced a long train of ills, and is seriously believed to have been
among the operating causes of those pecuniary embarrassments
which at that time were so general as to influence the legislation
of almost every State in the Union. Itsdirect consequence was the
loss of confidence in the Government, and in individuals. This,
80 far as respected the Government, was peculiarly discernible in
the value of State debts.

. . - L ] L] L]

The prospect of extigrating the country from these embarrass-
ments was by no means flattering. Whilst everything else flue-
tuated, some of the causes which produced this calamitous state
of things were permanent. The hope and fear still remained that
the debtor party would obtain the victory at the elections; and
instead of making the painful effort to obtain relief by industry
and econgmy, many rested all their hopes on legislative inter-
ference. The mass of national labor and of national weallth was
consequently diminished. In every quarter were found those who
asserted it to be impossible for the people to pay their public or
private debts; and in some instances threats were uttered of
suspending the administration of justice by private vioclence.

By the enlightened friends of republican government, this
gloomy state of things was viewed with infinite chagrin; and many
became apprehensive that those plans from which so much happi-
ness to the human race had been anticipated, would produce only
real misery, and would maintain but a short and a turbulent
existence. Meanwhile, the wise and thinking part of the com-
munity, who could trace evils to their source, labored unceasingly
to inculcate opinions favorable to the incorporation of some
principles into the political system, which might correct the ob-
vious vices without endangering the free spirit of the existing
Institutions.

[From Opinion of the Court in Johnson v. Duncan & Al's Syndics
(3 Martins Le. Repts.)]

The obligation of contracts consists in the necessity under which
a man finds himself to do, or refrain from doing, something. This
obligation exists generally both in foro legis and in foro con-
scientiae, though it does at times exist In one of these only. It is
certainly of the first, that in foro legis, which the framers of the
Constitution spoke when they prohibited the passage of any law
impairing the obligations of contracts. Now, a law absolutely
recalling the power which the creditor enjoys of compelling his
debtor in foro legis to perform the obligation of his contract would
be a law destroying the obligation of the contract in foro legis,
Since a right, without a legal remedy, ceases to.be a legal right,
it would impair the obligation of the contract by destroying its
legal obligation; In other words, by reducing an obligation both in
foro legis and in foro conscientiae to an obligation in foro con-
scientiz only—a legal and moral right to & moral right only. The
remedy in foro legis, constituting the legal right of the creditor,
constitutes also its correlative, the legal duty or obligation of the
debtor; and a law which reduces a legal to a moral obligation is
one which in foro legls destroys the obligation. It appears, there-
fore, to me incorrect to say that the legislature may effectually
do. as to the remedy or effect of the obligation, that which it can-
not do as to the right; and I conclude that a law destroying or
impairing the remedy is as unconstitutional as one affecting the
right in the same manner; for in foro legis the effects of both laws
must be the same.

Likewise a law procrastinating the remedy, generally speaking,
destroys part of the right. He pays less who pays later. Minus
solvit qui serius solvit. Neither is the procrastination properly
compensated by the allowance of interest in the meanwhile. To
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many men in many circumstances there is a wide difference be-
tween $100 payable today and $106 payable in a twelvemonth,
whatever may be the certainty that no disappointment will occur;
and in many cases the delay is likely to be productive of consid-
erable danger to the solvability of the debtor. Any indulgence,
therefore, in point of time, afforded by the legislature to the debtor
is a correlative injury to the creditor in the same degree, though
of a different nature, as a correspondent indulgence by a propor-
tionate reduction of the debt.

That such were the impressions of the framers of the Constitu-
tion will appear, if in expounding that instrument, we follow the
rules laid down for the exposition of statutes—If we consider the
old law, the mischief and the remedy.

The charter of our Federal rights was framed not many years
after the termination of the war which secured our independence.
The disasters attending the arduous conflict had disabled many
an honest individual from punctually discharging his obligations;
and the legislature of some of the States, more attentive to afford
jmmediate and temporary relief than a more remote and lasting
cne, by a sacred regard for good faith and the consequent preser-
vation of credit, passed laws meliorating the condition of debtors
to the injury and ruin of creditors. In one State an emission
of paper money, for the redemption of which no day was fixed
nor any fund provided, was made a legal tender. In other words,
an obligation to pay gold and sllver was impaired by being re-
duced to an oblgation to pay Irredeemable paper, elsewhere a
similar obligation was impaired by being reduced to an obligation
to deliver a tract of pine barren land, or an installment law was
passed and an obligation to pay today was impaired by being
reduced to an obligation to pay at several periods, at the distance
of intervening years. Such was the old law. The consequent
diminution of the fortunes of several individuals, the total ruin
of others, and the indispensable concomitant, the destruction of
credit, produced a stagnation of business, which considerably af-
fected public and private prosperity, such was the mischief.

The Federal compact provided that the legislature of no State
should retain the power of making anything but gold and silver
a tender in the discharge of debts in order to avert in future the
mischiefs resulting from laws impairing the obligation of a con-
tract to pay gold and silver by reducing it to an obligation to
pay paper, pine barren land, or, indeed, anything but gold and
silver. Yet the remedy was not commensurate with the evil; the
healing process was, therefore, continued in order to prevent the
passage of laws impairing the obligation of a contract to pay
today by reducing it to an obligation to pay on a distant day or
days; or, indeed, any attempt at a legislative interference between
parties to a contract by favoring either party to the injury of the
other; and it was provided that no State should pass any law im-
palring the obligations of contracts. If the restriction from mak-
ing anything but gold and silver a tender in the payment of debts
had not preceded that from passing any law impairing the obliga-
tion of contracts, there might be some, though very little, ground
to say that the latter clause would have been satisfied by restrain-
ing the passage of laws authorizing the payment of one thing
instead of another.

I therefore find no dificulty in concluding that an act of a
State legislature, the obvious object of which is to relieve debtors
by postponing the recovery, and consequently the payment of
debts, impairs the obligation of contracts, and as such is uncon-
stitutional, and the court is bound to disregard it, whatever may
be the hard necessity which, in the opinion of those who exercise
the legislative powers of the State, appeared to require that they
should come to the ald of their suffering fellow citizens. Fiat
justitia, ruat coelum.

L] L L] L] L . L

TOWNSEND ¥, TOWNSEND AND OTHERS (1 PECK'S, TENN. RPTS.)

Article I, section 10, of the Constitution of the United States
was incorporated in that instrument to prevent a recurrence of the
mischiefs arising from paper money and tender laws under the
colonial government and up to the formation of the Federal Con-
stitution. History of paper money and tender laws parallel be-
tween the present paper system and endorsement laws, and the
system anterior to the formation of the Federal Constitution.
The writ of execution, even considered as a new created right by
which to enforce contracts, must not, under section 10, article I,
of the Constitution, be so ordered on condition as to compel a
creditor to lose his security to have the benefit thereof.

If the right to have execution was antecedent, suspension is an
unconstitutional penalty; if newly created, the condition is uncon-
stitutional and the right vests absolutely.

Law is the source of obligation, and the law at the time defines
the extent of it; if the law in being at the time a contract is
made gives an equivalent in money and a subsequent law pro-
vides that the equivalent shall not be in money, such law would
impair the obligation of the contract; so, if a law at the date of a
contract give immediate execution on a judgment and a subse-
quent law it for 2 years, the contract is impaired. The
regulation of contracts by law must go before, not after, such con-
tracts are made. The mode of redress may be altered, but, as
regards antecedent contracts, must not be rendered less efficacious
than was the law when the contract was made.

Our Constitution, article II, sectlon 7, “all courts shall be
open ", ete., relates to every possible injury a man may sustain,
and includes the right to demand execution of a contract; to
withhold performance is an injury to him in his goods and chat-

:leellz for he shall have “right and justice without sale, denial, or
v."
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In Magna Carta this operates on royal power; in our country
on legislative and every other power; every legislature and court
is bound to say “let right and justice be administered without
sale, denial, or delay.” Justice is the end and right the mean
whereby we may attain the end, which is the law. The mean is
original and judicial process, and these must go, when demanded,
without sale, denial, or delay. Therefore, the act of 1819, chapter
19, suspending the execution upon all judgments thereafter to
be obtained for 2 years, unless the plaintiff will endorse that bank
notes will be received in discharge, is unconstitutional and void.

The act of 1819, chapter 19, directs that upon any judgment
thereafter to be obtained, execution shall not issue until 2 years
after the rendition of such judgment, unless the plaintiff shall
endorse upon the execution, that the sheriffi or other officer shall
and may receive, in satisfactlon of said execution, notes on the
State bank of Tennessee and its branches, and the Nashville bank
and branches, or any of them, and such other notes as pass at
par with them, ete.

The same or a similar provision is made by a law of 1820 for
forming a new bank and for loaning out the moneys that it may
issue. These acts of the legislature are urged to be unconstitu-
tional and void. And various clauses of the State constitution
and of the Constitution of the United States are sald to be in
direct repugnance to these acts; and if so, it is well to admit in
the outset that the acts, like every other act whose basis is
authority, are void if the authority be not given. We will take
up these several clauses one after another and examine each in
its turn to discover whether the acts in question are really uncon-
stitutional as they are alleged to be.

First, then, let us take into consideration article I, section 10, of
the Constitution of the United States, “ No State shall, etc., emit
bills of credit or make anything but gold and silver coin a tender
in payment of debts, pass any, etc., ex post facto law or law im-
pairing the obligation of contracts”, etc. The two first sentences
respect tender laws and paper money; the construction to be
put on them should repress and prevent the evils they were in-
tended to obviate; and what these are must te understood by the
actual evils which paper money and tender laws produced in the
time of the Colonial governments in time of the War of the
Revolution and after that war, before the adoption of the Consti-
tution of the United States; and also by the effects which these
clauses produced after the adoption of the Constitution; and then
by considering what will be the effect of the act of assembly now
under contemplation, should the same be deemed valld, we shall
be able to discover whether these effects are the ones intended to
be prevented by the clauses of the Constitution in guestion.

‘What, then, is the history of paper money and tender laws under
the Colonial governments? North Carolina issued paper money,
in 1713, £8,000, and the money depreciated. The lords proprietors
would not receive it for quit rents, though issued to defray the
expenses of the Tuscarora War. It could not be remitted to Eng-
land, they said; at the same time peltry was received by them.
The next North Carolina emission was in 1722, £1,200; the next in
1729, £40,000; the next in 1734, £1,000; Treasury notes in 1756,
1767, 1758, and 1759; one emission in 1760, of £12,000; one in 1761,
of £20,000; one in 1771, of £60,000, to defray the expenses of sup-
pressing the regulators. At this time there was already afloat
£75,000. In 1729 the money depreciated and could never be raised
to its original value. In 1730 the depreciation was three and a
half for one; in 1735 it was five for one; in 1739 it was seven and
a half for one; in 1740 it was received in payment for taxes, at
the rate of seven and a half for one, and thus the Government
redeemed and got clear of it. The notes depreciated.
There is no instance of paper money which did not depreciate, let
the plan for sustaining its credit be of whatever description it
might. Paper money, in the time of the Colonial governments,
was issued in most of the provinces, and in some of them depreci-
ated more than it did in North Carolina.

The attempt was made in Massachusetts to issue bank bills,
loaning them out on interest and on real and personal security,
to be redeemed gradually, by the payment from the borrowers of
one twelfth, making the bills a tender, and the refusal of them,
to incur the loss of the debt. These provisions did not delay the
depreciation for one instant. The rate of exchange In the first
year was 150 and in the second 200 percent. In 1729 Massachu-
setts, Rhode Island, and Connecticut had issued paper money.
It depreciated. There was an immense quantity afioat; but the
people still clamored for more. Massachusetts and New Hampshire
were restrained from further emissions by royal instructions to the
governors. Rhode Island could not be restrained, because she
chose her own governor; and she issued £100,000. It instantly
depreciated from 19 to 27 s per ounce silver, the former
being the settled value, before the emission.

In 1741, in Massachusetts, the paper money being about to
be redeemed by gold and silver, remitted from England to re-
imburse the Colonies for the exertions made in the late war
above her quota, an apprehension of the scarcity of money and
consequent distress of individuals, excited a great uneasiness in
the colony; a bank was forthwith proposed to supply the place
of the paper money thus to be redeemed. Every borrower was to
mortgage a real estate in proportion to the sums he should take
from the bank, or at his option, give personal security when the
sum should exceed £100, to pay annually 3 percent on the sum
borrowed, and 4 percent of the principal. To prevent the gen-
eral confusion which was anticipated from this institution, the
Parliament interfered and suppressed the company. The Mas-
sachusetts currency was redeemed at the rate of 50 shillings
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per ounce of silver, instead of 19 shillings per ounce, the rate
at which it was issued. At this time, the popular leaders were
using their best endeavors to make further emissions. In 1722,
Pennsylvania issued paper money accompanied with penalties,
enacted against those who made any difference in the price of
their goods, when sold for paper and when sold for gold and
silver. Notwithstanding this regulation, £130 of the paper was
only equal in the course of exchange with Great Britain to £100
sterling, and in some of the Colonies, £100 sterling was equal in
value to £1,100 currency. Such was the state of fhe currency
before the Revolution. During the Revolutionary War, emissions
were made from time to time. Depreciation began in March 1777,
at one and a quarter for one, and progressed to January 1782,
when it was 800 for one; and as If ashamed of their own loss of
. credit, the notes silently withdrew from circulation.

After the war of the Revolution was ended in 1783, the Assembly
emitted in North Carolina £100,000, and in 1785, they made an-
other emission to the same amount. The uniform fate of these
emissions was depreciation. The emission of 1783, in North
Carolina depreciated from 8 to 10 shillings, and then 12 shillings
per dollar. The new emission of 1785 still further depreciated
to 14, 15, and 16 per dollar, instead of continuing at 8
shillings per dollar; but returned and settled at 10 on the adoption
of the Constitution of the United States in 1789, and so it has
ever since remained. In the debates in the convention of North
Carolina upon the paper money and tender laws, it was stated that
paper in Rhode Island had depreciated eight for one, and 100 per-
cent, or 16 shillings per dollar in North Carolina, It was also
stated that Pennsylvania had issued paper money but had not
made it & tender, that in South Carolina their bills were a tender,
as was also the paper money in Rhode Island, New York, New
Jersey, and North Carolina. It was further stated that in South
Carolina laws had been passed to pay debts with land, and, from
calling them pine barrens, it is implied with such land as the
debtor might choose to offer. And further, it was stated, that
they had ordered debts to be paid by installments.

One cause of depreciation is that the paper could not be re-
mitted to foreign countries. No matter how small the emission
may be, it is not equal to gold and silver. He who exchanges it
for gold and silver must give a greater quantity of paper. The

of searching for and finding the silver, of procuring the
exchange, and of getting it to the place of exportation, together
with the risk of conveyance and the greater danger of having
the paper money counterfeited, are all considered and involved in
the difference of value and contribute to the increase of
depreciation. If the paper money cannof be redeemed till some
years hence, that becames another cause of depreciation. It may
be alleviated by an accrual of interest for the delay, but it will
nevertheless depreciate from this cause in conjunction with others,
One hundred pounds in gold and silver is befter than £100
bearing interest payable at the end of 10 years, although it will
then be certainly paid: Because a present and pressing demand
which cannot be extinguished but by gold and silver makes it
eligible sometimes to give a greater premium than the interest
rather than abide the consequences of nonpayment. And it will
take the notes and a premium besides to procure the £100 which
perhaps a merchant wants to pay a foreign credifor who has
called for payment,

Another cause of depreciation is the power In the legislature to
repeat emissions at pleasure, For hence arlses the just appre-
hension that repeated emissions will be resorted to. Experience
proves that paper money will be issued whenever the cry can be
raised of general and public distress and can cause an applica-
tion to be made for relief.

With respect to the disorders produced by paper money and
tender laws, both theory and experience present them to view.
Who will be so imprudent as to give credit to the citizens of a
State that makes paper money a tender and where he can be
told, take for a gold and silver debt depreciated paper, depreciat-
ing still more in the moment it is paid? Who would trust the
value of his property to the citizens of another State or of his
own State who can be protected by law against the just demands
of creditors by forcing them to receive depreciated paper or to
be delayed of payment from year to year until the legislature
will no longer interfere? Had he not better go to other markets
beyond the limits of the State to dispese of his surplus produc-
tions? Or had he not better refrain from making any such sur-
plus productions rather than be compelled to receive from-the
purchasers of them less than one half the value agreed to be paid
for them? Had he not better remove to another country where
good faith is preserved, with all his property, and there accumu-
late the rewards of his Indusiry rather than be continually de-
prived of a great part of them here to suit the convenience of
the purchaser? Would it not be better for a foreign state whose
citizens are thus injured to use viclence and make reprisals
rather than suffer such injustice?

If such are the evils which theory would lead us to anticipate,
they are not less formidable under the test of experience. Depre-
ciated paper prevented equal contributions from the States to the
general expenses of the Nation. New York, for instance, had
emitted bills of credit. In them her quota was payable, and by

depreciation of inferior value to the quota of other States where
money was not depreciated, though the quotas of the latter were
of much smaller denomination, Impressions had been made on
the public morals by depreciated paper. Purchasers on credit had
derived great gains from depreciation, extensive purchases had
been made, and at length the hopes of the purchasers were disap-
pointed and great numbers of the people were found to owe debis,
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which they were unable to pay: a general discontent ensued with
the course of trade, petitions were made for relief; embarrassments
daily became more extensive, and two parties were formed. One
struggling for the observance of public and private engagements
and for the relief of individual distress, they urged recourse to
frugality and industry, and that the idle should not be protected
by the legislature from the consequence of their indiscretion and
should be restrained from involving themselves in difficulties by
tl:; rcgendvtct%%lins tt:':fz a r!gi:t compliance with contracts would be
enfo 5 y was for enlarging the powers of Congress

effectuate these }:mds. ok 4 e

The other party pressed for indulgence to debtors and for less
rigor in the exact execution of contracts; for relaxing the admin-
istratlon of justice; for affording facilitles for the payment of
debts; for suspending the collection of them, and was opposed to
any concession of power to Congress which might prove hostile to
these views. Wherever this party prevailed, paper money Wwas
emitted, the delay of legal proceedings was tolerated, suspensions
of collecting took place. Where this party had not yet prevalled,
the dread of getting the superiority greatly affected the fortunes
of a very considerable portion of the community. This uncer-
tainty aided in promoting pecuniary embarrassments, which at
the time influenced almost all the legislatures of the Union. Pub-
le and private confidence was lost; the public debts due to indi-
viduals everywhere depreciated. In private transactions an as-
tonishing degree of distrust prevailed. The bonds of solvent men
could not be negotiated, but at a discount of 30, 40, or 50 percent.
Real property was scarcely vendible. Sales of any article for ready
money could not be made but at a ruinous loss. The debtor class
of society might prove successful at elections, and instead of pay-
ing by the fruits of industry and economy might be relieved by
legislative interference. National wealth and national labor
dwindled. Everywhere it was found that the people could not pay
their debts. In some instances threats were used of suspending
the administration of justice by private violence (5th vol. of the
Life of Washington, pp. 85-89).

Amongst the various measures proposed for the removal of this
gloomy state of things, a general convention to revise the circum-
stances of the union was one, and it succeeded. In Massachu-
setts, a short time before, the utmost distraction reigned. The
mob required an abatement of the compensation promised to the
officers of the Army, a cessation of taxes and of the administra-
tion of justice; they required the circulation of depreciated paper
and a relief from public and private burdens. They threatened
lawyers and courts, arrested the course of law, and restrained the
judges from doing their duty.

Rhode Island, a paper-moneyed State, would not send deputies
to the Convention, and North Carolina long hesitated In acceding
to the Federal Constitution. Such were the unpr circums-
stances which America had to deplore; and such the alarming
disorders which were to be remedied by the Convention. One
of the most powerful remedies was the tenth clause of the first
article, and particularly the two sentences which we are now
considering. They operated most eflicaciously. The new course
of thinking, which had been inspired by the adoption of a con-
stitution that was understood to prohibit all laws for the emis-
sion of paper money and for the making anything a tender but
gold and silver, restored the confidence which was so essential to
the internal prosperity of nations.

There was a great and visible improvement in the circum-
stances of the people. Conviction was impressed upon debtors
that personal exertion alone could save them from embarrassment.
An increased degree of industry and economy was the natural
consequence of such an opinion. These clauses, as they were not
only necessary for the regulation of intercocurse between the State
and State, and the citizens of each, to prevent the misunder-
standings which were likely to arise ffom the prohibited causes,
are equally so for regulating the intercourse of citizens of the
same State with each other, were therefore considered as a fun-
damental law of the Union and also a part of the constitution
of each State. What was it to the State of Vermont if Georgia
should pass an ex post facto law or bill of attainder which could
operate only upon those within her own territory? The restric-
tion was imposed upon Georgia not for the sake of the people of
Vermont but for the benefit of Georgia and for fear of the
tyranny which her own legislature, at some future time, might
be tempted to exercise. A law, impairing the obligation of con-
tracts, as it was equally injurious to citizens of the same State as
to foreigners and citizens of other States, is equally prohibited as
to all, and is not restrictive of State legislation only so far as
regards citizens of other States,

The constitutions of the several States had left the power unlim-
ited in their State legislatures. The framers of the Federal Con-
stitution believed it to be of indispensable importance not to leave
this power any longer in the hands of the State legislatures.
Experience had demonstrated the baneful effects of its exercise.
The known disposition of man excluded the hope that it would
not be used for the same pernicious purposes in future. Under the
smart of this experience, such were the feelings of the American
people at the time, still suffering under repeated emissions of
depreciated paper, that not a dissenting voice was ralsed against
the clause before us. No Btate required it to be expunged, nor did
any State propose an amendment. It was universally received
without an exception, and the effects of the clauses themselves
were miraculous. Public and private confidence took deep root.
The people of America were reinstated in the admiration of the
world. The precious metals flowed in upon them. Paper money
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suddenly stopped in its career of depreciation and took a stand
from which it never departed; industry revived universally; and to
us in America was given a notable proof that whenever a nation is
virtuous and honest it will prosper both in wealth and character,
and that whenever a contrary course is pursued, such is the wise
decree of Providence, that prosperity of either kind will not long
follow in her train. 4

Do these acts of our legislature revive any of the recited mis-
chiefs? If they are valid, what is there to distinguish our present
situation from that which preceded the Federal Constitution? Can
our legislature emit paper money and give credit to it by promising
redemption by taxes and public property? Will not such money
depreciate? Cannot the legislature to every real purpose make it a
tender? And will not all the consequences ensue, which followed
the like causes heretofore—payment of debts with depreciated
paper, the dismissal of self-condemnation for unfaithfulness in
contracts, a dereliction of industrious efforts, facility in the
assumption of debts, a thirst for more paper, public inquietude
under the ravages of speculation, indifference If not dislike to the
Government, loss of public and private credit, the transportation of
our commodities to countries where the money is not degraded, the
rermoval of our capital thither, the cessation of active labor, the
decrease of national wealth, poverty, embarrassment, open resist-
ance to the laws, and a general cry, as from a sinking ship, of save
us! save us!

Part of the loss by depreciation falls upon every man through
whose hand the money passes, and to avoid the loss as much
as possible, every holder makes haste to get rid of it and makes
some sacrifice to do so. Those to whom debts are due, become
debtors to an equal amount, to the end that what is lost by
depreciation for debts due to them, may be saved by the depre-
ciation of debts due from them. Many who are not debtors im-
medlately become such by the purchase of property to as great
an amount as possible, that they may gain as much in value as
the sum to be paid to them loses in value by depreciation. Debts
instead of being extinguished sre multiplied, and the way Is pre-
pared for further emissions. Those who become creditors, know-
ing the risks they run,.will have such advanced prices as will be
a probable indemnification against them. A small number of
credits amount to immense sums, and the thirst for paper money
increasing with the means taken to allay it, new debtors clamor
for more paper. Wanting means, and laboring under the disad-
vantages inseparably incident to the paper-money system, no
State, however, blessed by nature, can attain prosperity. Em-
barrassments incessantly multiply; and for discharging debts with-
out paying them, the counfry must be visited with misfortunes
which no country can bear.

The injuries inflicted upon sister States will not be endured.
The creditors there, when the attempt is made to pay gold and
silver debts with depreciated paper, will seek redress; should the
Constitution and laws of the Union be found inadequate to afford
it, the legislature of their own State will look to its strength and
to the dissolution of a compact, which instead of procuring justice
to the citizens, excludes them from it. Should the disappointed
creditor be a foreigner, after remonstrance to the head of the
Unicn and the development of its incompetency, he will appeal
to his own government and force will be resorted to. The whole
Union becomes exposed for the injustice of one State, and will
be disposed to leave it to suffer for its own misconduct rather
than be responsible themselves for that which they cannot pre-
vent. In either alternative, disunion is the end. On the contrary,
if the Constitution and laws of the Union make void such act of
the legislature, and we deem them valid, the debtor in this State
will be found to pay gold and silver to his creditor who lives
out of the State; when, at the same time, his debtor within the
State, who owes an equal amount, will pay in depreciated paper,
perhaps of not half the value; and thus, one debtor residing
within the State will be ruined by the legalized unfaithfulness of
another. And in our Btate courts, the same words in the same
clause mean one thing; but in the Federal court, another, When
part of the citizens are thus sacrificed to suit the convenience of
another part, and when such sacrifices beeome habitual by the
frequent exercise of a power, which never lies dormant, after the
acknowledgment of its existence, it will not be long before the
persecuted portion will seek exemption from the wrongs it endures.
Such are the tendencies which the Convention meant to eradi-
cate. Acts generative of such tendencies are adverse to the spirit
of this clause, and there'is a repugnance between them and the
Constitution.

We come now to a more minute examination of the acts in
question. The creditor 1s denled execution for 2 years, unless he
agrees to take paper. What the debtor cannot tender, the creditor
is not bound to receive. Whatever he is not bound to receive, he
cannot be punished for refusing. The accessory is prohibited as
well as the principal. Here the tender is not directly sanctioned.
It is only said to the creditor, “If you will not take paper, give
up the means of getting anything at all for 2 years, with the
prospect of still longer delay by repeated acts of the legislature.
Take this paper which I have no right to impose upon you, or give
up a right which I have no authority to take from you." Suspen-
slon of execution is a penalty, if, but for the act, the creditor
would be entitled to it as a right attached to his antecedent con-
tract, and it is a penalty prohibited by the tenth section now
under consideration. If the legislature has power at this day to
enact a suspension of execution for refusing to take paper, that
section is abrogated. Two years may be extended fo a hundred,
and where is the difference between a direct Injunction to take
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paper and the injunction to wait 100 years, if he will not take it?
Grant, for argument sake, that the right to execution is not an
antecedent right, attached to the contract, but a newly created
one, given by the legislature only upon condition. Shall it be
permitted so to frame the condition as to make it involve the
relinquishment of a right secured by the Constitution? By the
latter the creditor is secured against paper money. Can he be
required to relinguish that security in order that he may become
entitled to the benefit of this newly created right, to have execu-
tion? By such inventions every constitutional right may in suc-
cession be bartered away. Constitutional rights are vested, un-
exchangeable, and inalienable. They belong to posterity as well
as to the present generation. We may use and enjoy, but not
trapsfer them; and every such condition is utterly void. If execu-
tion can be suspended on any condition, then the legislature has
an absolute power to suspend it forever. How easy it is to invent
a thousand conditions with which' no man in his senses would
comply! If the right is newly created, and the condition void, it
must vest without the performance of the condition; and the
result is that, if the right be antecedent, suspension is an uncon-
stitutional penalty; if it be newly created, the condition is uncon-
stitutional and the right vests absolutely. In either alternative,
the endorsement need not be made.

This conclusion follows upon a correct interpretation of the
clause prohibiting tender laws. It equally follows a just inter-
pretation of the sentence prohibiting laws to impair the obliga-
tion of contracts, contained in article I, section 10, of the Consti-
tution of the United States; and in article 11, section 20, of our
Bill of Rights. A grant made by the State, being an executed
contract, cannot be revoked by the legislature if pursuant to a
law made by themselves; this point is so decided in Fletcher v.
Peck. With respect to executory contracts, it will be admitted
without controversy that the terms and conditions of them can-
not be in any respect altered or interfered with by the legislaturs.

The time, place, person, or thing fo be done cannot be changed
by act of assembly. Covenants sometimes by ex post facto cir-
cumstances become unreasonably burthensome, He that covenants
to pay rent for premises he never enjoys by the accidental burn-
Ing of them must nevertheless pay the rent. A man agrees to
perform a voyage by sea under a penalty by way of stated dam-
ages for noncompliance, and he {s hindered from an exact com-
pliance by adverse winds; still he must pay the penalty. In these
and all other cases of contract, the legislature cannot interfere to
make them more just or reasonable than the parties have made
them. For thus no eontract could be made that the parties might
depend on for fear of the new modeling interposition of the
legislature. Thus far is plain; but still the question remains, Is
the suspension of execution within the prohibition? Does an act
to suspend execution impair the obligation of contracts made
before it? What the obligation of a contract is may be discerned
by considering what it is that makes the obligation. The contract
alone has not any legal obligaticn, and why? Because there is no
law to enforce it. The contract is made by the parties, and if
sanctioned by law, it promises to enforce performance should the
party decline performance himself. The law is the source of the
obligation, and the extent of the obligation is defined by the law
in use at the time the contract Is made. If this law direct a
specific execution, and a subsequent act declare that there shall
not be a specific execution, the obligation of the contract is
lessened and impaired. If the law in being at the date of the
contract give an equivalent in money, and a subsequent law say
the equivalent should not be in money, such act would impair the
obligation of the contract.

If the law in being at the date of the contract give immediate
execution on the rendition of the judgment, a subsequent act,
declaring that the execution should not issue for 2 years, would
lessen or impair the contract equally as much in principle as if
it suspended execution forever; in which latter case, the legal
obligation of the contract would be wholly extinguished. The
legislature may alter remedies; but they must not, so far as re-
gards antecedent contracts, be rendered less efficacious or more
dilatory than those ordained by the law in being when the con-
tract was made, if such alteration be the direct and special object
of the legislature, apparent in an act made for the purpose.
Though possibly, if such alteration were the consequence of a
general law and merely incidental to it, which law had not the
alteration for its object, it might not be subject to the imputa-
tion of constitutional repugnance. The legislature may regulate
contracts of all sorts but the regulation must be before, not after,
the time when the contracts are made.

Our State constitution, article 11, section 7, ordains, * that all
courts shall be open, and every man for an injury done him in his
lands, goods, person, or reputation, shall have remedy by course of
law, and right and justice administered without sale, denial, or
delay.” This clause relates to every possible injury which a man
may sustain and which affects him in respect to his real or personal
property, or in respect to his person or reputation, and includes
the right which is vested In him to demand the exzecution of a
contract; which being a personal right to a chattel, is when per-
formance is denied or withheld, an injury to him in his goods or
chattels. And with respect to it, right and justice is to be done,
without sale, denlal, or delay. In Magna Carta, this restriction
is upon royal power; in our country it is upon legislative, and all
other power. We must understand the meaning of that, not-
withstanding any act of the legislature to the contrary, every man
shall have “right and justice” in all cases * without sale, denial,
or delay.”
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In 1796, when the Constitution was formed, it could not have
been apprehended that any other department of government, ex-
cept that of the legislature, would ever have weight enough to
offer any obstruction. Experience from 1777 had fully demon-
strated the Iimbecility of every executive office in the United
States. From the executive no such offer could be anticipated.
In 2d institute, 55, my lord Coke says, the king is the speaker,
and in contemplation of law is constantly present in all his
courts, pronouncing the words of Magna Carta “ Nulli vendemus,
nulli negabimus, aut differemus justitiam vel rectum.” In Ten-
nessee every legislature is in contemplation of law during the
whole session, and the judge of every court during the whole
term, in the constant repetition of the words “ right and justice ™,
must be “administered without sale, denial, or delay.” In 2d
institute, 58, justice is said to be the end and right the means
whereby we may attain the end, and that is the law. What that
means consists in is more specially explained in Sullivan, 523,
where it is stated to be original and judicial process. Original
process, he says, must issue without price, except that which the
law fixes, and without denial, though the defendant be a favorite
of the king or government, who interferes in his behalf, and must
be proceeded on by the judges, after suit instituted upon it, with-
out delay, themselves or by order of the king, or, as we say, act
of the legislature. And the judges where the causes depend must
issue the proper fudicial process, without fee or reward, except
that fixed by law. In other words, where judgment is rendered
the judges shall cause execution to issue, notwithstanding any
order or act of assembly or other pretended authority whatsoever.

This is the long-fixed, well-known meaning and legal construc-
tion of the words “ right and justice without sale, denial, or delay.”
They clearly comprehend the case of executions suspended by
act of the legislature in every instance where justice requires
that it should immediately issue, as it manifestly does where the
law, operating upon the contract when first made, held out to
the creditor the promise of immediate execution after judgment.

- " L] ] . - L

The result, then, of the investigation we have made is this, that
suspension of execution as directed by these acts of the legislature
now under consideration, is forbidden by the prohibition of tender
laws, as a direct consequence of the prohibition; also, by the
interdiction to pass laws impairing the obligation of contracts,
suspension or execution being an impairing of such obligation;
and furthermore, by the declaration that justice and right shall
be done, without delay in all cases, the process of execution being
one sense of the term right, which is not to be delayed.

We are, therefore, bound to say that these acts are repugnant
to the Constitution and void, so far as relates to the suspension of
execution; and that execution ought to issue immediately without
any such endorsement as the act requires. The judicial tribunals
of the country must refuse sanction to acts which are to be exe-
cuted through their agency, such as an act of suspension of exe-
cution is, which cannot take place without the assent of the court.
There are some violations, which need not their instrumentality,
and, of course, cannot meet their rejection, and which alone the
great body of the people must correct. An occlusion of the courts
of justice would be one of them. The courts cannot sit but on the
days appointed by the legislature; and in that and other instances,
the court having no agency, would have no responsibility. Wher-
ever their cooperation is unconstitutionally required, it is the
most sacred of all their duties to withhold it, and whenever they
are found to want firmness to do so, the Constitution and public
freedom die together.

. - L L] L] L] L]
. TAXATION OF INTOXICATING LIQUORS
Mr. HARRISON. Mr, President, I move that the votes
by which House bill 6131 was ordered to a third reading and
passed on yesterday be reconsidered.
The VICE PRESIDENT. The question is on agreeing to
the motion of the Senator from Mississippi.
Mr. HEBERT. I suggest the absence of a quorum.
The VICE PRESIDENT. The clerk will call the roll.

The legislative clerk called the roll, and the following
Senators answered to their names:

Adams Copeland Eeyes Robinson, Ind.
Ashurst Costigan King Russell
Austin Cutting La Follette Bchall
Bachman Davis Lewis Sheppard
Balley Dickinson Logan Shipstead
Bankhead Dieterich Lonergan Smith
Barbour Erickson MecAdoo Stelwer
Barkley Fess McCarran Stephens
Bone Fletcher McKellar Thomas, Okla.
Borah Frazier McNary Thomas, Utah
Brown Glass Murphy Thompson
Bulkley Goldsborough Neely Trammell
Bulow Gore gnrrls $yd1.l:|gs

Byrd Hale ye andenberg
Byrnes Harrison O’Mahoney Van Nuys
Capper Hastings Overton Wagner
Caraway Hatch Patterson Walsh

Carey Hatfleld Pittman Wheeler

Clark Hayden Pope

Connally Hebert Reynolds

Coolidge Johnson Robinson, Ark,

.
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Mr. LEWIS. I desire to announce that the Senator from

Alabama [Mr. Brack] is detained in a meeting of the special *

committee of the Senate to investigate ocean and air mail
contracts.
I desire also to announce that the Senator from Wash-

‘ington [Mr. Dmi] is detained on departmental matters;

also, that the Senator from Wisconsin [Mr. Durry] is neces-
sarily detained in connection with relief matters for his
State; and that the Senator from Georgia [Mr. GEorGel
is temporarily absent attending to matters of importance in
connection with his State.

I desire also to announce that the Senator from Kansas
[Mr. McGiur] is detained on important departmental
matters.

Mr. HEBERT. I desire to announce that the following
Senators are necessarily absent from the Senate: The Sena-
tor from Vermont [Mr. Giesox], the Senator from Rhode
Island [Mr. MEeTrcarrl, the Senator from New Jersey [My.
KEean], the Senator from South Dakota [Mr. Noreeck], the
Senator from Pennsylvania [Mr. Reep], the Senator from
Delaware [Mr. Townsenpl, the Senator from Connecticut
[Mr. Warcorr], and the Senator from Maine [Mr. WHITE].

The VICE PRESIDENT. Eighty-one Senators have an-
swered fo their names. A quorum is present.

Mr. CLARK. Mr. President, a parliamentary inquiry.

The VICE PRESIDENT. The Senator will state it.

Mr. CLARK. In the rear of the Chamber we were unable
to hear the motion of the Senator from Mississippi.

The VICE PRESIDENT. The motion of the Senator from
Mississippi is that the Senate reconsider the votes by which
it ordered fo a third reading and passed House bill 6131.

Mr. CLARK. Mr. President, I make the point of order
that the bill having passed and conferees having been ap-
pointed, the motion to reconsider comes too late.

The VICE PRESIDENT. The attention of the Chair has
been called to that suggested point of order.

It seems to the Chair that the philosophy of the rule is
that, the bill having been sent to conference, a revocation of
the action of the Senate would suspend the action of the
conferees.

The Chair therefore overrules the point of order.

Mr. CLARK. If the Chair so rules, I move to lay on the
table the motion of the Senator from Mississippi.

Mr. HARRISON. On that I ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll.

Mr. BULOW (when his name was called). On this ques-
tion I have a pair with the senior Senator from New Jersey
[Mr. EEan] and withhold my vote.

Mr. FESS (when his name was called). I have a general
pair with the senior Senator from Virginia [Mr. Grassl.
I transfer that pair to the senior Senator from Connecticut
[Mr. Warcorr] and will vote. I vote “yea.”

Mr. LEWIS (when his name was called). I have a general
pair with the Senator from Vermont [Mr. Giesox]. Not
knowing how he wquld vote on this question, I withhold my
vote.

Mr. McKELLAR (when his name was called). On this
question I have a general pair with the Senator from Dela-
ware [Mr. Townsenp]. I transfer that pair to the senior
Senator from New York [Mr. Coperann] and will vote. I
vote * nay.”

Mr. ROBINSON of Arkansas (when his name was called).
I transfer my pair with the Senator from Pennsylvania [Mr.
Reep] to the Senator from New Hampshire [Mr. BrRown]
and will vote. I vote “nay.”

Mr. TYDINGS (when his name was called). On this
question I have a general pair with the senior Senator from
Rhode Island [Mr. Mercarr]. I transfer that pair to the
junior Senator from Kansas [Mr. McGiir]l and will vote.
I vote “ nay.”

The roll call was concluded.

Mr. LEWIS. I desire to announce that the Senator from
Alabama [Mr. Brack] is detained in a meeting of the special
committee of the Senate to investigate ocean and air mail
contracts.
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I desire also to announce that the Senator from Washing-
ton [Mr. Dimii] is detained on departmental matters; also,
that the Senator from Wisconsin [Mr. Durry] is necessarily
detained in connection with relief matters for his State;
and that the Senator from Georgia [Mr. Georcel is tem-
porarily absent attending to matters of importance in
connection with his State.

I desire also to announce that the Senator from Kansas
[Mr. McGirr], the Senator from Tennessee [Mr. BacHMan],
and the Senator from New Hampshire [Mr. BrownN] are
detained on important departmental matters.

The Senator from New York [Mr. CoperLanp] has been
called to the White House, and is unable to be present on
this vote.

The Senator from Montana [Mr. Erickson], the Senator
from Virginia [Mr. Grassl, and the Senator from Idaho
[Mr. Porel are necessarily detained from the Senate on
official business.

The result was announced—yeas 28, nays 45, as follows:

YEAS—28
Barbour Davis Hebert Patterson
Bone Dickinson Johnson Robinson, Ind,
Borah Fess McAdoo Russell
Capper Frazier MecCarran Bchall
Caraway Goldsborough McNary Bhipstead
Carey Hastings Norris Steiwer
Clark Hatfield Nye Vandenberg
NAYS—45

Adams Cutting Lonergan Thomas, Okla.
Ashurst Dieterich McEellar * Thomas, Utah
Austin Fletcher Murphy Thompson
Balley Gore Neely Trammell
Bankhead Hale O'Mahoney Tydings
Barkley Harrison Overton Van Nuys
Bulkley Hatch Pittman Wagner
Byrd Hayden Reynolds Walsh
Byrnes Keyes Robinson, Ark. Wheeler
Connally King Sheppard
Coolidge La Follette Smith
Costigan Stephens

NOT VOTING—23

Din Kean Pope

Black Duffy Lewis Reed
Brown Erickson Long Townsend
Bulow George McGill Walcott
Copeland Gibson Metcalf White
Couzens Glass Norbeck

So the Senate refused to lay Mr. HarrisoN's motion on the
table.

The VICE PRESIDENT. The question is on the motion
of the Senator from Mississippi to reconsider the votes by
which the Senate ordered to a third reading and passed
House bill 6131.

Mr. CLARK. On that I ask for the yeas and nays.

The yeas and nays were ordered, and the legislative clerk
proceeded to call the roll.

Mr. BULOW (when his name was called). Making the
same announcement as on the previous vote, I withhold my
vote.

Mr. LEWIS (when his name was called). I have a gen-
eral pair with the Senator from Vermont [Mr. Gisson].
Not knowing how he would vote on this question, I withhold
my vote.

Mr. McEELLAR (when his name was called). Making
the same announcement as to my pair and transfer, I vote
“" yea'lt

Mr. ROBINSON of Arkansas (when his name was called).
Announcing the same pair and transfer as on the previous
vote, I vote “yea”.

Mr. TYDINGS (when his name was called).
same announcement as before, I vote “ yea.”

The roll call was concluded.

Mr. HEBERT. I desire to announce that the following
Senators are necessarily absent: Mr. Gieson, Mr. METCALF,
~ Mr. Kean, Mr. Noreeck, Mr. REep, Mr. TowNsEND, Mr. WaL-

corr, and Mr. WHITE.

Mr. LEWIS. I wish to announce that the Senator from
Alabama [Mr. Brack] is detained in a meeting of a special
committee of the Senate to investigate ocean and air mail
contracts.

I wish also to announce that the Senator from Washington
[Mr. Drui]l is detained on departmental matters; also that

LXXVIIT—27

Making the
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the Senator from Wisconsin [Mr. Durry] iIs necessarily de-
tained in connection with relief matters for his State, and
that the Senator from Georgia [Mr. Georcel is temporarily
absent attending to matters of importance in connection
with his State.

I desire also to announce that the Senator from Kansas
[Mr. McGrrL], the Senator from Tennessee [Mr. BACHMAN],
and the Senator from New Hampshire [Mr. BRowx] are de-
tained on important departmental matters.

The Senator from New York [Mr. Coperanp] has been
called to the White House and is unable to be present on
this vote.

The Senator from Montana [Mr, EricksoN], the Senator
from Washington [Mr. Bongl, and the Senator from Idaho
[Mr. Pope]l are necessarily detained from the Senate on
official business.

The result was announced—yeas 43, nays 30, as follows:

YEAS—43
Adams Cutting Logan Bmith
Ashurst Dieterich Lonergan Stephens
Austin Fletcher McEellar Thomas, Okla.
Bailey Glass Murphy Thomas, Utah
Bankhead Gore Neely Thompson
Barkley Hale O'Mahoney Trammell
Bulkley Harrison Overton Tydings
Byrd Hatch Pittman Van Nuys
Byrnes Hayden Reynolds Wagner
Coolidge Eeyes Robinson, Ark., Walsh
Costigan King Sheppard
NAYS—30

Barbour Dickinson La Follette Russell
Borah Fess McAdoo Schall
Capper Frazier McCarran Shipstead
Caraway Goldsborough McNary Steiwer
Carey Hastings Norris Vandenberg
Clark Hatfield Nye Wheeler
Connally Hebert Patterson
Davis Johnson Robinson, Ind.

NOT VOTING—23
Bachman Couzens Eean Pope
Black Dill Lewlis Reed
Bone Duffy Long Townsend
Brown Erickson MeGill Walcott
Bulow George Metcalf White
Copeland Gibson Norbeck

So Mr. Harr1son's motion was agreed to.

The PRESIDENT pro tempore. The Senate having voted
to reconsider the vote by which the bill was ordered to a
third reading and passed, the bill is now before the Senate.

Mr. MURPHY. Mr. President, on the roll call on the
second amendment offered by the Senator from Missouri
[Mr. Crark ], relating to section 13 of House bill 6131, I voted
in the affirmative. Inquiries since having convinced me
that the amendment would tie the hands of the administra-
tion in negotiating reciprocity agreements, I desire now to
move a reconsideration of the vote by which the amend-
ment was agreed to.

The PRESIDENT pro tempore. The question is on the
motion of the Senator from Iowa [Mr. MurrrY] to recon-
sider the vote by which the amendment offered by the
Senator from Missouri [Mr. CrLarkg] was agreed to.

Mr. SHIPSTEAD. Mr. President, that motion is debat-
able, is it not?

The PRESIDING OFFICER. The motion is debatable.

Mr. SHIPSTEAD. I merely desire to state that on yes-
terday during the debate it occurred to me that there might
be a conflict between this piece of legislation and the au-
thority already granted to the President to bargain or deal
in quotas with foreign countries. The matter did not come
up yesterday in the debate, and I thought this matter ought
to o to conference, where that part of it could be threshed
out, to have the matter cleared up.

Certainly if the desire is to be able to use the power already
granted to the President to facilitate the exportation of
American products in return for quotas on liquor, that is
an important matter, but on the spur of the moment, with-
out having knowledge as to how it will affect the Executive
power, I thought the matter ought to go to conference, where
it could be discussed and properly weighed, to see whether
it would have the ill effect we were told it would have. I
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still think it ought to go to conference and will vote to send
it there.

The PRESIDENT pro tempore. The question is on agree-
ing to the motion of the Senator from Iowa [Mr. MurrHY]
that the vote by which the amendment offered by the Sena-
tor from Missouri [Mr. CLark], on page 8, after line 17, was
agreed to, be reconsidered.

Mr. HARRISON. I ask for the yeas and nays.

The yeas and nays were ordered, and the Chief Clerk
proceeded to call the roll.

Mr. BULOW (when his name was called). On this ques-
tion I have a pair with the senior Senator from New Jersey
[Mr. Keax], and therefore withhold my vote.

Mr. McKELLAR (when his name was called). I make the
same statement I made on the previous vote with reference
to my pair and its transfer and will vote. -I vote “ yea.”

Mr. ROBINSON of Arkansas (when his name was called).
Repeating the announcement made on the last vote, I vote
“" yea.”

Mr. TYDINGS (when his name was called).
same announcement as before, I vote “ yea.”

The roll call was concluded.

Mr. LEWIS. I wish to announce that the Senator from
Alabama [Mr. Brack] is detained in a meeting of a special
committee of the Senate to investigate ocean and air mail
contracts.

I wish also to announce that the Senator from Washing-
ton [Mr. Dinr] is detained on departmental matters; also
that the Senator from Wisconsin [Mr. DurrFy] is necessarily
detained in connection with relief matters for his State, and
that the Senator from Georgia [Mr. Georce] is temporarily
absent attending to matters of importance in connection
with his State.

I desire also to announce that the Senator from Kansas
[Mr. McGirr]l, the Senator from Tennessee [Mr. BACHMAN],
and the Senator from New Hampshire [Mr. Brown] are de-
tained on important departmental matters.

The Senator from New York [Mr. Coperanp] has been
called to the White House and is unable to be present on
this vote.

The Senator from Montana [Mr. EricksoN] and the Sen-
ator from Washington [Mr, BonE] are necessarily detained
from the Senate on official business.

The result was announced—yeas 44, nays 31, as follows:

Making the

YEAS—44
Adams Cutting Logan Sheppard
Ashurst Dieterich Lonergan Smith
Austin Fletcher McEellar Stephens
Bailey Glass Murphy Thomas, Okla.
Bankhead Gore Neely Thomas, Utah
Barkley Hale O’'Mahoney Thompson
Bulkley Harrison Overton Trammell
Byrd Hatch Pittman Tydings
Byrnes Hayden Pope Van Nuys
Coolidge Keyes Reynolds Wagner
Costigan King Robinson, Ark. Walsh

NAYS8—31
Barbour Dickinson La Follette Robinson, Ind.
Borah Fess Lewls Russell
Capper Frazier McAdoo Schall
Caraway Goldsborough McCarran Shipstead
Carey Hastings McNary Steiwer
Clark Hatfield ' Norris Vandenberg
Connally Hebert Nye Wheeler
Davis Johnson Patterson

NOT VOTING—21
Couzens Eean Townsend

Black Dill Long Walcott
Bone Dufty McGill White
Brown Erickson Metcalf
Bulow George Norbeck
Copeland Gibson Reed

So Mr. MurprHY’s motion to reconsider was agreed to.
The PRESIDENT pro tempore. The question recurs on
the amendment of the Senator from Missouri [Mr. CLARK],

Mr. CLARK. On that I ask for the yeas and nays.

The yeas and nays were ordered, and the legislative clerk
proceeded to call the roll.
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Mr. BULOW (when his name was called). On this ques-
tion I have a pair with the senior Senator from New Jersey
[Mr. Kean], and therefore withhold my vote.

Mr. CAREY (when his name was called). On this ques-
tion I have a pair with the junior Senator from Ohio [Mr.
Burrrey]. Not knowing how he would vote, I withhold my
vote. If permitted, I should vote “ yea.”

Mr. LEWIS (when his name was called). I have a gen-
eral pair with the Senator from Vermont [Mr. Gisson].
Not knowing how he would vote upon this question, I with-
hold my vote.

I will further say that I am requested to announce that
the senior Senator from Louisiana [Mr. Lonc] was called
back to the city of New Orleans, in the State of Louisiana,
on official business. I report his absence, as I have been
requested to do.

Mr. McKELLAR (when his name was called). I make
the same statement as to my pair and its transfer as on the
previous vote and vote “ nay.”

Mr. ROBINSON of Arkansas (when his name was called).
Repeating my previous announcement as to my pair and its
transfer, I vote “ nay.”

Mr. TYDINGS (when his name was called).
same announcement as before, I vote “ nay.”

The roll call was concluded.

Mr. CAREY. I transfer my pair with the junior Senator
from Ohio [Mr. Buikiey] to the senior Senator from
Connecticut [Mr. Warcorr] and will vote. I vote “ yea.”

Mr. HEBERT. . I desire to announce that the following
Senators are necessarily absent from the Senate:

The Senator from Vermont [Mr. Giesox], the Senator
from Rhode Island [Mr. MercaLr], the Senator from New
Jersey [Mr. Kean], the Senator from South Dakota [Mr,
Noreeck], the Senator from Pennsylvania [Mr. Reepl, the
Senator from Delaware [Mr. Townsexp], the Senator from
Connecticut [Mr. WarLcorr], and the Senator from Maine
[Mr. WHITE].

Mr. LEWIS. I wish to announce that the Senafor from
Alabama [Mr. Brack] is detained in a meeting of a special
comm_ttee of the Senate to investigate ocean and air mail
contracts.

I wish also to announce that the Senator from Washington
[Mr. D] is detained on departmental matters, and that
the Senator from Georgia [Mr. George] is temporarily ab-
sent attending to matters of importance in connection with
his State.

I wish also to announce that the Senator from Kansas
[Mr. McGip], the Senator from Tennessee [Mr. BACHMAN],
the Senator from New Hampshire [Mr. Brown] are de-
tained on important departmental matters.

The Senator from New York [Mr. Copsranp] has been
called to the White House and is unable to be present on this
vote.

The Senator from Montana [Mr. Erickson], the Senator
from Washington [Mr. Bonel and the Senator from Ohio
[Mr. BuLkLEY], are necessarily detained from the Senate
on official business.

The result was announced—yeas 30, nays 44, as follows:

Making the

YEAS—30
Barbour Dickinson La Follette Russell
Borah Fess MecAdoo Schall
Capper Frazier MecCarran Shipstead
Caraway Goldsborough McNary Stelwer
Carey Hastings Norris Vandenberg
Clark Hatfield Nye Wheeler
Connally Hebert Patterson
Davis Johnson Robinson, Ind.

NAYS—44
Adams Dieterich Logan Sheppard
Ashurst Duffy Lonergan Smith
Austin Fletcher McKellar Stephens
Baliley Glass Murphy Thomas, Okla.
Bankhead Gore Neely Thomas, Utah
Barkley Hale O'Mahoney Thompson
Byrd Harrison Overton Trammell
Byrnes Hatch Pittman Tydings
Coolidge Hayden Pope Van Nuys
Costigan Eeyes Reynolds Wagner
Cutting Eing Robinson, Ark. Walsh




] NOT VOTING—22
Bachman Copeland Eean Reed
Black Couzens Lewls Townsend
Bone Dill Long Walcott
Brown Erickson McGll White
Bulkley George Metcalf
Bulow Gibson Norbeck

So Mr. Crark’s amendment was rejected.

The PRESIDENT pro tempore. If there be no further
amendment, the bill will be read a third time.

The bill was ordered to a third reading and read the third
time.

The PRESIDENT pro tempore. Having been read the
third time, the question is, Shall the bill pass?

The bill was passed.

Mr. HARRISON. I ask that the order entered yesterday
asking for a conference with the House on the bill and
amendments and appointing of conferees be rescinded.

The PRESIDENT pro tempore. Is there objection? The
Chair hears none, and the order is rescinded.

OHIO FALLS PROJECT—OPINION OF FEDERAL POWER COMMISSION

Mr. NORRIS. Mr. President, I have here an opinion ren-
dered by the Federal Power Commission, delivered by its
chairman, in the matter of determination of actual legiti-
mate original cost of Ohio Falls project no. 289, Kentucky,
and also an editorial printed in the Washington Herald,
December 20, 1933, entitled “ Curbing the Power Trust”, on
the same subject. I ask that they may be printed in the
CONGRESSIONAL RECORD.

There being no objection, the opinion and editorial were
ordered to be printed in the Recorp, as follows:

FeEpERaL PowEr COMMISSION,
Washington.

OrmvioN No. 11, Ocroser 31, 1933
LOUISVILLE HYDRO-ELECTRIC CO., LICENSEE

In the matter of: Determination of actual legitimate original

cost of Ohio Falls project no. 289, Eentucky—opinion:
Syllabus

1. A contract for exclusive construction and other services by
the service company of a system to a public utility, both under
common control, involves one of the most obnoxious practices of
the holding company device, and the Federal Power Commission,
in determining the cost of a licensed project, must closely scruti-
nize such contract and the conditions under which it was made.

2. Where there is common control of the service company and
the operating company, the two being virtually departments of
an integrated system, with the power implicit therein arbitrarily
to dictate contracts and fix charges for services, the Commission
must disregard the contract and demand evidence of the cost to
the service company of the services rendered. Under the Federal
Water Power Act the allowable cost to the licensee for construc-
tion and other service can be no more than the cost of such
?frvlce to the service company under common control with

censee.

3. The Federal Water Power Act forbids the Commission to
allow other than actual legitimate original cost of the construc-
tion of the project. The cost must be (1) actual, that is, real and
bona fide, as distinguished from fictitious or fabricated, whether
by intercorporate dealings or otherwise; and (2) legitimate, mean-
ing not coerced, collusive, fraudulent, or unreasonable; and (3)
original, as excluding elements of subsequent enhancement, profit,
aor accretion.

4, Where there is common control it is not sufficient to show
that the prices for services are no higher than obtainable else-
where, but the burden is upon the licensee to show the actual
cost to the service company. And having, by intercorporate con-
tract, destroyed the open market, licensee cannot appeal to the
standard of the open market by which to measure the value of
the services rendered in a closed market. Furthermore, in deter-
mining the cost of services, the market value of such services does
not measure their cost within the meaning of the Federal Water
Power Act. .

5. Where the majority interest imposes. a monopolistic service
contract on a licensee through system control, it has no right to
complain that the minority shares in the slleged economies which
result from such involuntary servitude of the minority interests.

6. Officers of a public utility corporation who are at the same
time officers of a private service corporation are under the duty,
when acting in such dual capacities, in the making of a service
contract, to discharge the primary obligation they owe as trustees
or agents of the consuming public. They are forbidden, by law,
to negotiate or consent to an intercorporate contract imposing
unnecessary costs upon the utility, carrying a profit to the private
corporation in which they may participate as officers, stockhold-
ers, or otherwise.

7. It is the duty of the licensee to keep its accounts in con-
formity to the Commission’s accounting rules and if failure to
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do so makes it impossible to furnish evidence of cost, such failure
to obey the law s not a satisfactory answer to the plain require-
ment of the statute.

8. The burden is upon licensee to furnish satisfactory evidence
from which the actual cost can be ascertained, and the results
of an audit made by the Federal Trade Commission for another
purpose, and upon other principles, is not acceptable as a
substitute.

9. In determining the cost of services rendered by a private
service company to the licensee, a public utility, both being under
common control, the Commission should have submitted to it
satisfactory evidence as to all elements of cost, including salaries
paid, and bonuses, if any, to the officers and directors of the serv-
ice company, and also to show whether there was any duplica-
tion of such payments to individuals serving as officers of both
companies.

10. Money paid by licensee under a contract between it and
an affiliated construction company to guarantee the latter a per-
centage fee and to relmburse for a loss sustained under a con-
tract with the Government for the construction of a dam, which
is not a part of the project works, is not a proper part of the cost
of the licensed power project.

11, The evidence of alleged benefits to licensee coffered in justi-
fication of its claim for reimbursement of an affiliated service
company for loss on a Government dam is too conjectural and
speculative, as the Commission cannot appraise the value of
things which might conceivably have happened under circum-
stances which could have existed, but did not.

12. The date when the project is available for operation is the
date when in the course of due diligence the project has been
sufficiently completed to be reasonably reliable and available for
service.

13. Interest at the rate of 6 percent is allowable on construction
costs during the construction period, under the circumstances
shown in this case.

14. Attorneys' fees are allowable as a part of the cost of the
project, but where the attorneys are the legal department of an
affiliated service company having a contract with the licensee for
construction and other services, fees for services rendered by the
legal department at the home office must be disallowed, as they
are provided for in the construction contract.

15. Expenditures for aeroplane photography and motion pie-
tures of the project during various stages of its construction can-
not be allowed as a part of the actual legitimate cost, since the
benefit thereof to the particular project does not appear.

16. The cost of a banquet is not an appropriate or proper part
of the cost of a public-utility project. To approve such an ex-
penditure might open the door to good-will advertising at the
cost of the consuming public.

17. The reasonable cost of an outdoor observation platform and
salaries to guides for the protection of visitors are properly allow-
able as legitimate costs, since the licensee is under a duty to pro-
1vxill?aa reasonable means for the protection of the public against

ury.

18. Expenses for the convenience and entertainment of visitors,
such as transportation, lunches, and soft drinks, are not allowable
as costs of the project, as the licensee owed no such duty to
visitors.

19. While licensee is entitled to a compensatory rental on its
nonproject lands actually and necessarily used for construction
purposes, it is not entitled to a rental above interest and carrying
charges on its own lands used to construct its own project.

20. Expenses of employees of the construction company attend-
ing conventions are not allowable as a part of the cost of the
licensee's project.

Appearances: Cummins, Hagenah, and Flyn; William J. Hage-
nah and Paul Reiss, attorneys for licensee.

H. B. Teegarden, solicitor for the Commission.

MecNinech, chairman: This case involves the determination of
the cost of a hydroelectric project on the Ohio River in the
city of Louisville, Ky. The preliminary was granted De-
cember 4, 1923, and the license was issued November 11, 1825,
to the Louisville Hydro-Electric Co., & Delaware corporation,
organized in 1922. The project consists of a power house and
appurtenant equipment therein, at United States Dam No. 41, a
llmbgtatlon and other works and facilities, Including the necessary
and.

In conformity to the Federal Water Power Act (41 Stat. 1063;
US.C., title 16, secs. 791-823) the licensee filed a verified state-
ment, in detaill, of the cost of this project as of May 1, 1928,
later adjusted to November 30, 1929. The total cost claimed is
$7,820,788.73. Commission examiners, Harold Tomlin and Ray-
mond M. Lindsay, audited the records of licensee and submitted
a preliminary accounting report thereon which was examined and
approved by the Commission’s chief accountant, William V. King.
This report recommended for allowance certain items of cost and
suspended other items for adjustment or disallowance, after special
consideration by the Commission. Under the Commission’s rules
of practice, a copy of this report was served upon licensee, which,
in due time, filed its protest to the suspension of said items and
requested a hearing thereon.

A hearing was held and upon the record, including the license
and an amendment, statement of cost filed by licensee, prelimi-

accounting report, licensee’s protest, such of the stipula-
tions between the solicitor for the Commission and counsel for
the licensee as were approved by the Commisslon, the evidence
and exhibits introduced at the hearing, and briefs by counsel
for licensee and by the solicitor, the Commission approves and
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allows £6,996,003.52 as the actual legitimate original cost of the
project as of November 30, 1929, and rejects and disallows §833,-
645.20, the balance of the licensee's claim.

The Commission’s allowances and disallowances of the numerous
cost items appear in a separate order determining cost, but some
of these items involving interpretations of the act and admin-
istrative policies require discussion.

FEE ON COST OF CONSTRUCTION

The licensee claims $481,533.48 as part of the cost of construe-
tion, representing a 71;-percent fee paid to the Byllesby Engineer-
ing & Management Corporation (hereinafter referred to as the
Byllesby Service Co.), under a contract for engineering, account-
ing, purchasing, and other services. The Commission has ap-
proved the reimbursement of the Byllesby Service Co., at cost, for
direct services and purchases of materials, etc., as provided for in
sald contract.

(1) The question here at issue is the allowance of the 71;-per-
cent fee as part of the actual legitimate original cost of the
project. The decision of this question necessarily involves scru-
tiny of an intercorporate contract whereby the Byllesby Service
Co., the service organization of the system, performed services
for and received this flat percentage fee from the licensee, an
afiiliated company, both companies being under common control.
This intercorporate service contract between the licensee, a pub-
lic utility subject to regulation, and the Byllesby Service Co., a
private corporation, not subject to regulation or any limitation on
profits, presents one of the most insidious, grievous, and obnoxious
practices of the holding company device or system. Such service
charges demand searching inquiry of the conditions under which
the contract was negotiated, and of profits resulting from such
payments by one affillate company to another, to prevent collusive
inflation of ths capital structure of the operating utility. Such
inflation would be reflected in rates to consumers and would in-
crease the recapture price to be paid for the project by the Fed-
eral Government, a State, or municipality, thus directly affecting
the pubic interests which this Commission was created to protect.

The common control of the two parties to the contract is undis-
puted. These two companies are units in a great utility system?®
of which H. M. Byllesby Co. is the top holding company, controlling
many other operating companies not directly involved in the
instant case. This top holding company owns and controls the
Standard Gas & Electric Co. (hereinafter called the Standard Co.),
a subsidiary holding company; the Standard Co. owns all of the
stock of and controls the Byllesby Service Co.; and also controls,
indirectly, the licensee, through the Louisville Gas & Electric Co.,
of Delaware (distinct from another subsidiary of the same name, a
Kentucky corporation), which in turn owns all of the stock of the
licensee, the Louisville Hydro-Electric Co. The licensee further
admits that it and the Byllesby Service Co. are dominated by
common directors.

The Byllesby Service Co. is the managing, directing, construct-
ing, and service agency of the entire Standard system. In 1825,
when the contract was made under which the fee is claimed,
nearly all of licensee company officers were also officers of the
Standard Co., the Byllesby Service Co., and the sald Louisville
Gas & Electric Co.; and officers and directors of the Byllesby
Service Co. constituted a majority of the directors of the other
three companies. It is a telltale circumstance that M. A. Morri-
son, who, as vice president for the Byllesby Service Co. executed
the fee contract under consideration, was at the time a director,
assistant secretary, and assistant treasurer of the Louisville Hydro-
Electric Co., licensee, and vice president and assistant secretary
of its immediate owner, sald Louisville Gas & Electric Co., and a
director and secretary and treasurer of the Standard Co., which
owned a majority of the stock of and controlled the Louisville
Gas & Electric Co. Further, that Halfred Erickson, who executed
the contract as vice president of the licensee company, was at the
time a director and vice president of the Byllesby Service Co.,
the other party to the contract, and a director of each the Stand-
ard Co. and Louisyille Gas & Electric Co. It is further noted that
William C. Pohl who attested the contract, as assistant secretary
for the Byllesby BService Co., was also assistant secretary and
treasurer of the Standard Co.; and that Herbert List, who attested
the contract as assistant secretary for the licensee company, held
a corresponding position with each of the three other companies,
including the other party to the contract, the Byllesby Bervice
Co.. Whatever else this may indicate, it must be granted that here
is the maximum of convenience and simplicity in the negotiation

! The Holding Company, Bonbright and Means, 1932, pp. 114-115.

“This great system (H. M. Byllesby Co.) involves the most com-
plicated holding-company set-up with which the writers are
‘familiar., The underlying holding company is the Standard Gas
& Electric Co., & pure holding company whose subsidiaries supply
electric, gas, steam heating, telephone, water, or transportation
gervice in 1,648 communities located in 20 States. At the end
of 1930 it served 1,617,414 customers. * * * The growth of
the system in recent years has been most rapid. In 1924 the
total electric power generated by the system amounted to 1414,-
000,000 kilowatt-hours, or 2.6 percent of the commercial total for
the country. By 1930 this had increased to 4,5694,000,000 kilowatt-
hours, or 5.2 percent of the national total. In itself, this com-
pany represents the more or less ‘ normal ' holding-company pyra-
mid, the Btandard Gas & Electric Co., with assets of $319,000,000
in 1930, controlling subsidiaries with assets of $1,200,000,000. But
on top of this typical holding company is a corporate organiza-
tion which defies simple analysis, * * *"
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and execution of contracts, assuming that each officer could re-
member the particular company for which he was acting.

The following chart, made from evidence of record, graphically
shows the completeness and harmony of control:

Standard Gas | DYDY BO- | Lonisville Gas | Loulsville
Officer & Electric | (SMETTE 8 | & Electric Co., | Hydro-Elee-
Co. C ur;og;lhn Delaware tric Co.
J.J. O’Brien_____. President. . __. President.____ President____._| President.
R.J. QGrafl......_.| Vicepr t.| Vice president.| Assistant secre- | Assistant sec-
tary and as- | retary and
sistant treas- assistant
er. treasurer.
Halfred Erickson. do. Vice president.. \'ié:n Lptasl»
on
F. C. Qordon...... Viee president Y, SRR e MG T, i Wt
Gec{:'?e H. Harries.| ._.do_....... Viecapresident |. . .co..........
B. W. Lynch.. do Aot sy g Vice president
and assistant
treasurer.
M. A. Morrison_..! Becretary- |....do—._._..... Vice president | Assistant sec-
treasurer. and sssistant retary and
secretary. assistan
4 treasurer.
Herbert List___... Assistant se¢- | Assistant sec- | Assistant see- |....do______..
retary and retary and retary and
assistant | assistant| assistant
treasurer. Lreasurer. treasurer.
Wm. G. Pohl. .do. Assistant sec-
retary.

The record also shows substantially the same condition as to
common directorates, which authorized and later ratified the fee
contract.

Upon these admitted facts there is no room for quibble or doubt
that licensee had no independence of action, but that decisions
made by licensee operating company and the Byllesby Service Co.
were made by the same group of men, acting in dual, triple, and
quadruple capacities, responsive primarily to the holding and con-
trolling interests. This corporate “ family " control was so com-
plete in fact and limited in personnel as to require but 1 room,
1 table, 1 small group of men at 1 point of time to dictate on
behalf of the pater familias as an offer by 1 member and an accept-
ance by another. The service contract in question is monopolistie,
requiring.the exclusive employment by the operating company of
the Byllesby Service Co. for a term of 10 years, and provided for a
profit to be paid by licensee, a public utility, for the benefit of a
private holding company, into whose treasury every dollar of the
profits extorted from the operating company Is siphoned through
the holding company's wholly-owned service company. So com-
plete was the reliance on this control, the contract for the con-
struction service, running into several millions of dollars, was not
entered into until April 15, 1926, prior to which time a large
amount of the work for which this fee is claimed had already been
done. Contrary to business custom, the officers and directors of
the licensee, acting in their capacity for that company, found it
unnecessary to have the contract in advance of beginning work to
guard against misunderstanding or unreasonable and arbitrary
charges, since they were dealing with themselves, under the guise
of another corporation. To ask the Commission to find that in the
making of this fee contract there was any arm’s-length bargaining,
or real independence of action on the part of the licensee, assaults
the credulity of the Commission beyond reason. Experience has
abundantly proved that a man cannot serve two masters equally
well in a trade nor will he often turn his back on his paymaster,

(2) In making a determination of the actual legitimate criginal
cost of the project constructed under this contract, the Commis-
sion is not blinded by legal technicelities nor misled by attenuated
theories, Where there is admitted control of both the licensee and
the service company and where, as here, the two companies are
virtually departments of an integrated system, the Commission
must, under the provisions of the Federal Water Power Act, dis-
regard the contract and hold that cost to the licensee can be no
more, though it may under certain circumstances be less, than
the cost of such service to the service company. Since the rela-
tionship of these two companies so unmistakably points to the
existence of super-imposed power arbitrarily to dictate con-
tracts and charges for services, the Commission cannot be
bound by the terms of such contract, but must demand evidence
of the cost to the Byllesby Service Co. of the services rendered.
Smith v. Illinois Bell Tel. Co., 282 U. 8. 133 (1930); Western Dis-
tributing Co. v. Public Service Commission of Kansas, 285 US.
119 (1932); Wichita Gas Co. v. Public Service Commissicn of
Kansas, 2 F. Supp. 792 (1832).

In 8mith v. Illinois Bell Telephone Co., supra, a similar situa-
tion was presented to the court. There the utility sued to enjoin
as confiscatory an order of the Illinois commission to lower tele-
phone rates in the city of Chicago. The Illinois company pur-
chased, in large part, its supplies from the Western Electric Co.,
a manufacturing subsidiary of the American Telephone & Tele-
graph Co., and also paid to the latter company a fee of 414, per-
cent of its gross revenue for rental of instruments and for en-
gineering, financial, and other services. The American Telephone
& Telegraph Co. owned both the contracting companies; and the
Commerce Commission contended that the charges paid were
excessive and should not be allowed as an expense in computing
rates, without a further showing of actual cost. The Supreme
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Court sustained this contention of the Commission. Because of
the relationship between the corporations the Court ruled that:

“The point of the appellants’ contention is that the Western
Electric Co., through the organization and control of the Ameri-
ean Co., occupied a special position with particular advantages
in relation to the manufacture and sale of equipment to the
licensees of the Bell system, including the Illinois company,
that is, that it was virtually the manufacturing department Ifor
that system, and the question is as to the net earnings of the
Western Electric Co. realized in that department and the extent
to which, if at all, such profits fizure in the estimates upon which
the charge of confiscation is predicated. We think that there
should be findings upon this point.”

!&nd concerning the gross fee paid the American Co., the Court

“ There should be specific findings by the statutory court with
regard to the cost of these services to the American Co. (italics
ours) and the reasonable amount which should be allocated in
this respect to the operating expenses of the intrastate business
of the Illinois Co. in the years covered by the decree.”

In the instant case, the Byllesby Service Co., through the con-
trol of it and the licensee by the Standard company, " occupied
a special position with particular advantages’ in rendering serv-
ices to licensee as it was not only virtually the service depart-
ment of the system, but was assured all of the construction and
service business of licensee.

The issue was again ralsed in Western Distributing Co. V.

Public Service Commission of Kansas, supra. In that case the
utility sued to enjoin the enforcement of natural-gas rates by
the commission for Eldorado, Kans.,, as being inadequate. In-
volved in the computation of the rate was a contract whereby
the Western Distributing Co. purchased its gas for 40 cents per
1,000 cublc feet at the city gate from the Cities Service Gas Co.
In affirming the denial of the injunction the SBupreme Court in
an opinion by Mr. Justice Roberts, pointed out that to establish
a proper rate—
“ necessarily required a determination of the question whether
the price paid for the gas distributed is fair and reasonable. To
this end the commission insists upon its authcrity to make such
investigation as will satisfy it upon this point.

“ Having in mind the affiliation of buyer and seller and the
unity of control thus engendered, we think the position of the
appellees is sound, and that the court below was right in holding
that if appellants desired an increase of rates it was bound to
offer satisfactory evidence with respect to all the costs which
entered Into the ascertainment of a reasonable rate. * * *
There is an absence of arm's-length bargaining between the two
corporate entities involved, and of all the elements which
ordinarily go to fix market value. The opportunity exists for
one member of the combination to charge the other an unreason-
able rate for the gas furnished and thus to make such unfair
charge in part the basis of the retail rate * * =+,

“Where, * * * they constitute but a single interest and
involve the embarkation of the total capital in what is in effect
one enterprise, the elements of double profit and of the reason-
ableness of intercompany charges must necessarily be the subject
of inquiry and scrutiny before the question as to the lawfulness
of the retail rate based thereon can be satisfactorily answered.
(Italics ours.)

“It is enough to say that, in view of the relations of the par-
ties and the power implicit therein arbitrarily to fix and maintain
costs as respects the distributing company which do not repre-
sent the true value of the services rendered, the State authority
is entitled to a fair showing of the reasonableness of such costs,
although this may involve a presentation of evidence which
would not be required in the case of parties dealing at arm’s
length and in the general and open market, subject to the usual
safeguards of bargaining and competition.”

In Kansas there was an immediate sequel to the Western
Distributing case in Wichita Gas Co. v. Public Service Commission
of Kansas, suprg, to which the Western Distributing Co. and
several other Cities Service companies were parties. The Kansas
commission had disallowed entirely a fee of 13, percent to H. L.
Doherty & Co. on the ground that the fee contract provided for
services which, if performed, would be a duplication of services
rendered by the Gas Service Co. (an intermediary Doherty holding
and service company) under a contract approved by the commis-
sion, and for the reason that the company had failed to carry the
burden of showing that such charges were fair and reascnable.

° The court sustained the commission and said:

" We are of the opinion that the burden of proof, both under
the Kansas statute and under general principles, was upon the
distributing companies.”

The Kansas statute referred to (secs. 74-602c, 1931 sup. R.S,
Kans. 1923) is as follows:

“ Showing required for fixing or charging rates: In ascertalning
the reasonableness of a rate or charge to be made by a public
utility, no charge for services rendered by a holding or affiliated
company, or charge for material or commeodity furnished or pur-
chased from a holding or affiliated company, shall be given con-
sideration in determining a reasonable rate or charge unless there
be a showing made by the utility affected by the rate or charge
as to the actual cost to the holding or affiliated company furnish-
ing such service and material or commodity. (Italics ours.) Such
showing shall consist of an itemized statement furnished by the
utility setting out in detail the various items, cost for services
rendered, and material or commodity furnished by the holding or
affiliated company.”
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Section 4 (a) of the Federal Water Power Act provides that “in
order to aid the Commission in determining the net investment of
a licensee in any project, the licensee shall, upon oath, * * *
file with the Commission, in such detall as the Commission may
require, a statement in duplicate showing the actual, legitimate
cost of construction of such project, * * *. And section 3
defines * actual legitimate original " cost as a component part of
net investment.

(3) The principle and doctrine laid down by the Supreme Court
in the Illinois Bell and the Western Distributing cases, supra,
apply to the instant case with even greater force for the reason
that the Federal Water Power Act forbids the Commission to
allow other than the actual legitimate original cost of the con-
struction of the project, whereas such statutory provision was
involved in the cited cases.

The Commission interprets this triple statutory limitation to
mean that the cost must be (1) actual; that is, real and bona fide,
as distinguished from fictitious or fabricated, whether by inter-
corporate dealings or otherwise; and (2) legitimate, meaning not
coerced, collusive, fraudulent, or unreasonable; and (3) original,
as excluding elements of subsequent enhancement, profit, or accre-
tion. Pursuant to this and other provisions of the statute, the
Commission must “ pierce the veil" and find the cost to the
Byllesby Service Co. in determining the cost to the licensee.

(4) No evidence was introduced as to the cost to Byllseby Serv-
ice Co. of construction work, but as to the question of the reason-
ableness of the 71, percent charged the licensee by the service
company under the contract, the licensee introduced evidence
purporting to prove that the 71, percent on the cost of the
project represented no more, and possibly less, than the market
value of such services. Where there is common control it is not
sufficient merely to show that the prices are no higher or are even
less than obtainable elsewhere, for such evidence was offered in
Western Distributing Co. v. Public Service Commission of Kansas
(285 U.S. 118) and held insuffclent to prove the reasonableness of
a charge. The reasons against accepting the rule of *“market
value " are even stronger in the instant case where the pertinent
issue is: “ What is the cost within the meaning of the statute of
the services rendered to the licensee?™ In Smith v. Illinois Bell
Telephone Co., supra, the court, because of the interrelationship,
demanded to know the cost to the holding company of the services
rendered as a factor in the determination of the reasonableness
of the fee pald. And in the Western Distributing Co. case ths
court clearly placed the burden of proof as to this cost upon the
utility. This would seem definitely to exclude market value as a
measure for the service rendered, for manifestly market value is
not cost.

Furthermore, there can be no such thing as “ market value”
under the circumstances in the instant case. Here the Byllesby
Service Co. has the exclusive and monopolistic control of the
construction and service work of the companies of the system.
It can calculate on its volume of business, can rationalize iis
activities, can economize in volume purchasing, and otherwise effect
economies which might not be available to an independent contrac-
tor bidding in a free market. In the very nature of things the
Byllesby Service Co. was doing business in a closed market, Hav-
ing destroyed the open market, insofar as the services here involved
are concerned, it cannot be heard to appeal to the standard of an
open market by which to measure its charge for services to its
affiliate. For Byllesby Bervice Co. to have denied licensee the
right to an cpen market on bids was an arbitrary act and invites
no intervention to correct its own wrong.

(5) Counsel for the licensee contend, however, that inasmuch as
the Standard Co. owned only a majority of the stock of the
said Louisville Gas & Electric Co. (which owned all of the stock of
the licensee), it is not within the reason or the rule of Smith v.
Illinois Bell Telephone Co., supra. It is argued that to limit the
charges of the service company to cost for services rendered the
licensee would be to give the minority interest an undue advan-
tage through the benefits of the services at cost. When the
majority interest imposes a monopolistic service contract on l-
censee through system confrol, it has no right to complain that
the minority shares in the alleged economies which result from
such involuntary servitude of the minority interests. Indeed, it
is not unreasonable to assume that the minority stockholders were
content to submit to the Standard Co. control, in the hope and
expectation that the said Louisville Gas & Electric Co. would benefit
by being a part of the " system.” Furthermore, the control exer-
cised through the majority over this company enabled the Byllesby
Bervice Co. to command an assumed market for its services with
the licensee company. This reduced the proportionate amount of
overhead to be allocated to each company of the whole system
Just as much as though the said Louisville Gas & Electric Co. were
a wholly owned subsidiary of the system; and since that company
contributed equally to the system scheme through the licensee it
should benefit equally with the wholly owned companies.

The contract that was imposed upon the licensee was similar in
form to those used by the Byllesby Service Co. for its other
affiliated * clients ” from the time of its Inception. Prior to 1819
the engineering and management services now performed by the
Byllesby Service Co. were performed for the Standard system by
H. M. Byllesby Co., which caps the Standard pyramid. The H. M.
Byllesby Co. also rendered financial services, marketed securities,
and participated in syndicates on behalf of the companies con-
trolled. In 1918 H. M. Byllesby Co. decided to confine its business
to investment banking. At that time it had heavy holdings in the
Standard Co. and turned over to it the profitable managerial, engi-
naertnﬁ. and construction business along with the organization to
carry it on.
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The transfer or gift was made as of January 1, 1919, although
the formal offer and acceptance were not effected until March 5,
1919. In June 1919 the Standard Co. caused to be incorporated
the present Byllesby Service Co. It turned over the business it
had received from H. M. Byllesby Co. at a price set at $1,000,000
payable in the form of 100,000 shares of the new corporation's
capital stock. In its balance sheets the new corporation credited
its capital stock at $1,000,000 and set up as a balancing asset
“ property contracts" for £1,000,000. Although *“ property con-
tracts ” were thus set up, an audit made by the Federal Trade
Commission, hereinafter referred to, shows no formal contracts
executed before September 1, 1921, more than 2 years thereafter,

The H. M. Byllesby Co. had been charging a management fee of
134 percent and an engineering fee of 7l4 percent, and this prac-
tice was continued by the management-engineering corporation
organization after it was transferred to the Standard Co. and
then to the Byllesby Service Co. In 1921 the Standard Co. in a
collateral trust agreement securing an issue of bonds, pledged
all of the 100,000 shares of the Byllesby Service Co. and that com-
pany’'s engineering and management contracts with 12 subsidiaries
of the Standard Co. The only subsidiary not included in the
collateral list was said Louisville Gas & Electric Co. These con-
tracts were all dated September 1, 1921, and cover a period of 21
years, expiring August 31, 1842. A ial form of contract was
entered into with the licensee (exhibit D, preliminary accounting
report), the general features being the same, however, as in the
form contract for the other subsidiaries.

The fees collected under these contracts proved highly profitable
to the Byllesby Service Co. The Federal Trade Commission audit
shows that for the years 1922-27 the total gross income for the
company for all services aggregated $22,244,044.45, while the oper-
ating expenses were $11,449,091.28, leaving a net income of
$10,794,953.17, or a profit of 98.5 percent on the cost of rendering
the services. For the engineering department in the same years
the total gross income was $6,820,142.98, while the total operating
expenses aggregated $4,439,396.62, leaving a net income of $2,380,-
764.35, a profit of 53.62 percent on the cost of this service.

Such profits resulting from holding-company control and inter-
corporate contracts are not only unreasonable but shocking, when
considered in the light of their direct influence upon a business
affected with a public interest. The public utility does not stand
in a competitive field in which a customer may exercise a free
opportunity in an open market to buy where he can buy at the
lowest price; it is a business monopolistic in character, where
there are many customers but only one vendor, a vendor who is
not subject to the restraint of competition in the sale of that
which is a necessity, and who, unless restrained by the regulative
power of government, may charge its helpless customers what the
trafic will bear. Insofar as the holding company may be able to
accentuate this natural disadvantage in which the consumer finds
himself in dealing with the operating utility, the policies of such
holding company are not equitably free from public scrutiny,
judgment, and criticism. Abuse by a private unregulated cor-
poration of the exercise of the power of control to collect excessive
toll from an operating public utility is a gross injustice to the
public which pays the' bill. Such intercorporate profits have no
proper place in the cost or capital investment structure of a
public utility operating company. This is doubly true where the
operating company is a company bound by Federal statute to a
capital structure limited to net investment.

The Byllesby Service Co. furnished for these extraordinary
profits only services provided by the personnel of the manage-
ment group. There was no substantial investment upon which
to earn a return. It took no risk. It constructed on a cost-plus
basis. It purchased materials and supplies for licensee's account.
The finances of licensee being under system control, there were
no losses incident to bad debts, delay in collecting, disputes, or
law suits.

(6) Upon its incorporation, the Service Co.'s sole asset, cap-
italized as a. round million dollars, was the artificial value im-
plicit in its connections and ability, through a small group of men,
in their fiduciary capacity as directors of operating companies, to
guarantee profitable business. Officers and directors of a quasi-
public corporation, in contracting with themselves in another cor-
porate capacity for services where the gain of one may be the
loss of another, must be actively cognizant of their duty in fact
as well as in law to act as a trustee charged with administering
the trust equitably in the interest of the consuming public. This
dealing with themselves by directors and executives on behalf of
their cooperating companies can only be justified, if at all, on the
ground that in their capacity as managers of the Service Co.
they can and do achieve greater economy and service for the op-
erating company than if they restricted themselves to their ca-
pacity as managers of only the operating company. Hence, they
owe an active, positive duty as officers of the operating company
to perform or purchase the greatest service at the greatest econ-
omy. And it follows that the savings achieved by such actions
should redound to the operating companies on whose behalf they
have been employed.

This is not a new doctrine. The law is well settled that officers
and directors must not cverlook the fiduciary duties they owe to
their corporations when dealing with themselves in another cor-
porate capacity. (Geddes v. Anaconda Mining Co., 254 U.B. 590
(1921); Twin Lick Oil Co. v. Marbury, 91 U.S. 587 (1875); War-
dell v. Railroad Co., 103 U.S. 651 (1880)). Passive acquiescence
by independent stockholders in the contracts of the management
made with its own corporation does not excuse those in control
from their duty to protect the public interest. For officers and
directors of utilities, such as the licensee, hold positions of trust
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as Tunsl—public officers not only to the stockholders but to the
public they serve. (Moody v. Kell, 235 Fed, 86 (1916); Cook v.
Sherman, 20 Fed. 167 (1882)). Furthermore, they are forbidden
to negotiate construction contracts with their corporations which
are adverse to the public interest as well as to that of the stock-
holders of the corporation. As early as 1888, in Woodstock Iron
Col.d V. R. and D. Extension Co, (129 U.S. 643), the Supreme Court
said:

** Corporations, it is true, formed for their (railroad) construc-
tion are private corporations; but whilst their directors are
required to look to the interests of their stockholders, they must
do so in subordination to and in connection with the public
intersst, which they are equally bound to respect and subserve.
All arrangements, therefore, by which directors or stockholders or
other persons may acquire gain, by inducing those corporations to
disregard their duties to the public, are illegal and lead to unfair
deﬂlmg_ - - - "

(T) In reply to the demand of the Commission for evidence as
to the costs, the licensee contends that it is not possible to furnish
evidence upon which to determine the actual costs to the Byllesby
Service Co. for the specific services rendered to the licensee,
except as those costs are reflected in the over-all o ting costs
and operating revenues as shown by its books for its engineering
department, which rendered the bulk of the services under the fee
contract. That the licensee may, through failure to obey the law,
find it impossible to furnish such evidence of cost is not a satis-
factory answer to the mandatory requirement of the statute, of
which not only the licensee but the Byllesby Service Co. and
all parties interested, through affiliation or otherwise, are charged
with notice, This project was licensed under the provisions of
the Federal Water Power Act and by the specific terms of the
license all the provisions of the act are incorporated therein.
Among these provisions is the requirement that the licensee sghall
keep accounts in conformity to the Commission’s * system of
accounts prescribed for licensees under the Federal Water Power
Act ", issued November 20, 1922, 3 years prior to issuance of license.
If licensee and its affiliated service company had conformed to the
plain requirements of the statute, the license, and the Commis-
sion’s accounting rules, it would have been a simple and easy pro-
cedure to submit to the Commission satisfactory evidence as to
these costs. This is a proper burden cast upon the licensee by
the statute (Cf. Western Distributing Co. v. Public Service Com-~
mission of Kansas, supra).

(8) As a substitute for evidence of actual cost, the licensee
proposed, through its counsel, in a stipulation entered into with
Solicitor for the Commissicn, subject to the approval of the Com-
mission, that for the engineering department of the Byllesby Serv-
ice Co. the Commission should find the average ratio of total
expense to total gross income was 65.00 percent, and that this
operating ratio indicates the relation of cost to income for the
department; and it was further proposed to apply this ratio to
the fee paid by the licensee to determine the cost of the services
rendered. The ratio was obtained by an analysis of the accounts
of the Byllesby Service Co. for the years 1922-27, as shown in an
audit and report of the Federal Trade Commission, made pursuant
to Senate Resolution 83, Seventieth Congress, first session, direct-
ing investigation of certain utility corporations.

The Commission is of the opinion that it cannot accept this
substituted or secondary evidence, involving a substantial amount
of money, and, what is more important, an avoidance of the statu-
tory requirements of more exact and direct proof. No question is
entertained as to the accuracy of the Federal Trade Commission’'s
audit; but that Commission derives its authority from, and its
duties are defined by, a statute different in terms, intent, and pur-
pose from the Federal Water Power Act. Its audit, made for a
different purpose, does not show certain important facts required
by the Federal Water Power Act. It is the dufy of the Federal
Power Commission not only to audit and determine items of
alleged cost with reference to their actual expenditure, but also to
scrutinize each item with regard to its being a reasonable, appro-
priate, and legitimate cost. The accounts of the Byllesby Service
Co. as kept at the time of the said audit show arbitrary classi-
fications of expenditures not in conformity to the Commission’s
rules of accounting. The same is true as to allocations of per-
centages and ratios of overhead and expense, and also of profit
to the engineering and other departments. Hence there is no
evidence before the Commission nor in the proposed stipulation
from which it can determine with reasonable certainty the cost of
the services within the meaning and intent of the act.

(9) In a case involving an intercorporate contract such as is
here presented the Commission should have submitted to it satis-
factory evidence as to all elements of cost, including salaries paid,
and bonuses, if any, to the officers and directors of the service
company, and also to show whether there had been any duplica-
tion of such payments to individual officials for services allegedly
performed in their dual capacities.

For the purpose of the Federal Trade Commission such informa-
tion was unnecessary and was not collated, The proposed ratio Is
admittedly not exact as applied to the specific services rendered lo
licensee's project but is at best an over-all average cost of services
rendered by one department of the service company. To accept
this proposed ratio would be to assume, as the Commission has no
right to do, that all of the items entering into the over-all costs
are of such character and amount as to be in conformity to the
requirements of the act and the Commission's accounting rules
and regulations.

The Commission is of the opinion that it has no right to predi-
cate a finding and determination upon the tendered secondary
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evidence and is unwilling to approve and adopt the proposed
stipulation. Therefore it disallows the fee of $481,533.48 as part
of the actual legitimate original cost of this project, with leave to
licensee to submit appropriate evidence In support of its claim.

It is clear that the failure of licensee to submit evidence of
these costs was due to the fact that it had no record of such
costs, nor any control over the only source of this essential infor-
mation. System management had supplanted company autonomy,
thereby depriving licensee of any real freedom to manage and
direct its own affairs. For necessary legal purposes its corporate
body was kept alive, while skillful pressure produced a general
paralysis. A corporate entity became a subservient and highly
profitable nonentity.

The undisputed evidence shows that the Byllesby Service Co—
not a public utility, not subject to direct regulation by either
Federal or State authority—took charge of the affairs of licensee,
a public utility. It prepared the application of the articles of in-
corporation; as licensee’s “ agent " 1t prepared, filed, and followed
through to its granting, the application to the Commission for the
license for the project. The financing, purchasing, construction,
inspection, most of the accounting, and all of the legal work were
done for licensee. These were not acts of benevolence, but
intruded services for gain.

Such a holding company dynasty—not exceptional, but typical—
with its absentee ownership and management, its sovereignty over
far-flung dominions in many States, but subject to the direct
jurisdiction of none, its authority centralized in a few strong
hands, its *“ fee ” taxation without representation of the operating
companies, is a grave economic and social peril, It calls for
prompt corrective and preventive measures. The crux of the
problem is the present inadequacy of the law. State commissions
and the Federal Power Commission should be clothed with all
regulatory jurisdiction possible over such holding and service
companies.

Defenders of system control and service contend, as counsel
for licensee argued in this case, that through a large coordinated
system economies are effected: (1) Through a better speclalized
managerial and technical staff than any one operating company
could support, and (2) decreased overhead by elimination of
“lapse time ", etc., because of assured “ clients”, and that the
work to be done for the whole system can be rationalized. Waiv-
ing the unsocial aspects, and certain limitations to the economic
argument, it is to be observed that the cooperative support of
the operating companies in an integrated service plan is the
sine qua non of the economies resulting. The holding company
merely brings the companies together and acts as a clearing
house; of itself it contributes nothing to economy. Hence, it has
no right to take unto itself all of the fruits of the cooperation.
Such a family purse arrangement Is unjust and suggests a legal
or, at least, a de facto separation, so the holding company and
the operating company may live apart, each manage its own
affairs, and support itself,

The valid objection to the holding company practice of profit
making through monopolistic control of its subsidiaries has been

zed by one large holding company which recently aban-
doned this practice. The substituted arrangement provided may
not be an adequate treatment of the subject. but it at least marks
definite recognition of the problem and an approach toward its
solution.?
LOSS ON GOVERNMENT DAM

(10) Licensee claims as a part of the cost of the project the
sum of $193,164.34, representing an alleged loss in the construction
of a dam under contract with the Federal Government. This dam,
known as “ United States Dam No. 41 ", was constructed primarily
for the purpose of improving navigation on the Ohio River, but
its use for hydroelectric purposes was leased by the Government
to the licensee,

Pertinent facts upon which this claim is based, and as to which
there is no controversy, are: Licensee, by resolution September 30,
1925, requested the Byllesby Bervice Co. to bid for the construc-
tion of this dam, offering to guarantee the Byllesby Service Co.
fts actual costs plus a percentage fee. The Byllesby Service Co.
submitted a flat bid and was awarded the contract by the Gov-
ernment. By the terms of the contract between licensee company
and the Byllesby Service Co., executed April 15, 1926, the licensee
guaranteed the payment of all the Byllesby Service Co. costs in

* The Holding Company, Bonbright and Means, 1932, p. 186.

“The Commonwealth & Southern Corporation * * * has
recently announced that it has completely abandoned the prin-
ciple of the profit-making management service contracts. It has
achieved this object by the formation of an ancillary service com-
pany called ‘the Commonwealth & Southern Corporation of New
York.' The nature of this company is described in the following
excerpt from Moody's Public Utilities, 1930 (p. 1557):

*“*All stock of the management company is divided among the
operating companies in the system pro rata to their gross earn-
ings. Company renders a group purchasing and general super-
visory service at cost divided pro rata on the basis of the gross
earnings of the operating companies, but in case the cost of the
service supplied is less than that estimated, the difference will
lc‘;e glsr.ributed to the operating companies in the form of divi-

ends.’

“e ¢ * Tt or something like it, must sooner or later be
adopted by all utility systems if they are to survive the growing
resentment which their recent financial practices have aroused in
the minds of the thinking publie.”
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the construction of the dam plus an engineering and supervision
fee of 5 percent thereon, the licensee to receive any amount in
excess of that total which might be paid to the Byllesby Service
Co. by the Government under the contract.

The Byllesby Service Co. completed the dam, including a coffer-
dam begun by the Government, but let to the Byllesby Service Co.
for completion without competitive bids, more than a year ahead
of the time set by the contract. The Government paid the con-
tractor the full amount of its bid and contract in the sum of
82,362,400.93. The Byllesby Service Co.'s alleged costs expended,
plus the b-percent fee, totaled $2,6556,664.27, or $193,164.34 in excess
of the amount received from the Government. This excess amount
was pald by licensee to the Byllesby Service Co. under the contract.
Of this amount so pald, $71,466.04 represented the alleged excess
costs over the amount paid by the Government, and $121,698.20
represented the 5-percent fee.

In support of its claim the licensee contends that delay in com-
pletion of the dam would have delayed operation of the plant,
resulting in loss of revenue and increased cost of the project
through additional interest charges during an extended construc-
tion period; that such delay would possibly have also meant ad-
ditional costs in cleaning up after winter floods and lce damage;
that other possible consequences of delay or suspension of work
during the winter might have increased overhead expense and
impaired morale of the construction force; that an added measure
of assurance against such contingent additional costs of the proj-
ect was afforded licensee by reason of the Byllesby Service Co.
getting the contract for the dam, since it already had the contract
for the project works and was in better position than any other
contractor to coordinate and expedite the construction of both the
dam and project works. For these and other reasons, licensee
contends that economies were effected for its benefit greatly in
excess of the amount paid to the Byllesby Service Co. under the
contract.

Whatever factual basis, If any, there may be for the equitable
considerations urged by the licensee, the Commission is pro-
hibited by law from allowing this "loss " item unless it is a part
of the cost of the licensed project works. The terms * project™
and “project works”™ are defined by section 3 of the act, and
specific instructions are given in sections 9 and 10 as to their
description, in detail, in both the application for the license and
in the license itself. The clear and necessary purpose of such
provisions of the statute can only be to define the subject matter
to which the Commission’s jurisdiction and the licensee's responsi-
bilities attach. Reference to the application and license show no
mention of the dam as a part of the “ project works"” to be con-
structed by the licensee, On the contrary, they show that the
dam was to be constructed by the Government and its use for
hydroelectric p leased to the licensee, subject to the re-
quirements for navigation. Therefore, licensee had no authoriza-
tion to construct the dam nor any responsibility in respect to it.

At the time the license for this project was negotiated, it may
have been feasible, as is often done, had licensee so desired, to have
included the dam in the project, in which case licensee would
have had the direct authority and responsibility for constructing
the dam, and its cost would have been a proper charge to the
fixed capital of the project. But this was not done, the licensee
electing to confine its construction activities to the hydroelectric
project proper. Therefore, any responsibility it subsequently as-
sumed with reference to work extraneous to the project, with the
hope that it might benefit the project, was assumed at its own
risk in its capacity other than as licensee, and any resultant loss
is not, under the law, a part of the cost of the project.

To adopt any other rule than that of restricting the commis-
sion’s jurisdiction and limiting the licensee's liabilities to the
project, would open the door to a confusing maze of activities and
consequences.

But if, arguendo, it 1s assumed that the alleged loss on the dam
has legal and proper relation to the cost of the project works,
the facts and arguments offered by licensee in support of the claim
are neither convincing nor persuasive.

Licensee’s brief lays emphasis upon the contention that the
Byllesby Service Co. became a bidder for the dam contract at
the urgent request and solely for the intended benefit of the
licensee, and hence should be protected against loss. It is argued
that the Byllesby Service Co. “ was very loath to undertake the
building of this dam and as a condition to its so doing it in-
sisted upon and received from licensee a guaranty ™ and again,
that “ the licensee prevailed upon the Byllesby Service Co. to un-
dertake the construction of this dam.” Remembering the com-
mon control of the two companies, the identity of their officers as
shown in the chart, supra, and that it is admitted that both were
dominated by common directors, the argument that one was
“loath to undertake " and that the other “ prevailed " is specious,
for it assumes an independence of action which admitted facts
refute. Prevailing is done from the top downward, not from the
bottom up.

If licensee had the legal] right, even assuming it had the power,
to induce the Byllesby Service Co. to build the dam and guar-
antee it against loss, then, however long the delay or great the
damage from floods, ice, or vicissitudes beyond control, the licensee
would have to stand the loss, even though it may have been a
million dollars instead of the sum claimed. If licensee may under
the act undertake work or risk outside the limits of the project
itself, it may do so anywhere along the line from the point of
construction to the place of consumption of its power. For in-
stance, if licensee had had a profitable confract to furnish power
to a rallway company &s scon as the job of electrifying the railroad
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was completed, and If it feared that the contractor the railway
company might employ would not complete the electrification of
the railroad by the time the project was ready to furnish power,
then, under the rule invoked by licensee, it would be egually
justified in inducing the Byllesby Service Co., by an underwrit-
ing, to bid low enough to get the electrification contract. Such
an elastic rule might be further stretched to include the building,
as well as electrification, of the railroad.

Omne of the dangers and uncertainties of this rule is its depend-
ance upon the fears of licensee as to what might possibly happen
under an independent contractor, however competent, and leaves
no practical basis for Ilicensee’s judgment or Commission
determination.

Licensee's contention that it was highly important to it that
the Byllesby BService Co., already having the contract for the
project, should also construct the dam, is based upon a recog-
nized principle of economy through coordination of construction
work. But the argument here rests upon an assumption, un-
supported by any evidence whatever, that any other contractor
which might have been employed by the Government would not
have cooperated in coordinating the work on the dam with that
on the project. Nor is there factual basis for the further argu-
ment that no other contractor than Byllesby Service Co. would
have brought the dam work up to a safe stage before the winter
season, thus affording protection of the project works from
possible floods and ice jams.

The evidence shows that both contracts were let at approxl-
mately the same time, that the project and the dam were side by
side and physically related, that both jobs required, in large
part, the same kind of construction equipment, materials, and
labor, and that delay on either job would have been reflected in
increased costs of both. No sound reason is apparent for finding
that the Byllesby Service Co, had greater economic urge than
another to coordinate, plan, and work against losses contingent
upon avoidable delay or upon failure to ccoperate. In fact,
it would appear that any other responsible contractor would have
had a most Impelling added incentive to avoid such delays and
losses, since it would not have had a licensee contract to insure
against such losses, and to guarantee a profit, as the Byllesby
Service Co. had.

In further support of this claim the licensee contends that
Byllesby Service Co. saved it a substantial amount in its inter-
est account during construction and enabled it to earn reve-
nue earlier, through the completion of the dam ahead of the
contract period. This may be granted, but there is mno evidence,
except the licensec's apprehensions, that another contractor would
not have finished the dam as promptly as the Byllesby Service
Co. It is a matter of common knowledge that investment in
working capital for equipment, materials, labor, overhead, etc.,
a necessary element of cost in construction work, is reduced, and
the profit thereby increased, by pushing the work to an orderly
and prompt completion. It cannot be assumed that another
contractor would have been either ignorant or unmindful of this
A B C of construction economiecs.

(11) If for mo other reason, the Commission should disallow
the item in question because it is based on considerations alto-
gether too conjectural and speculative to afford a basis for regu-
latory action. The arguments that another contractor would not
have completed the dam as expeditiously, would not have co-
ordinated the work on the dam with that on the project, that the
approaching winter season might bring floods and ice jams which
the then stage of project construction might not withstand—all
these are but recitals of licensee's imagined difficulties and losses,
crossing phantom bridges it never got to, To allow this claim it
would be necessary to appraise the value of things which might
conceivably have happened under circumstances which could have
existed, but did not. The courts have been unwilling to be guided
by considerations less speculative than those advanced in this case.
(Knozville v. Knozxville Water Co., 212 US. 1; Tagg Bros. & More-
head v, U.S., 20 F. (2d) (750), afirmed 280 U.S. 420; Los Angeles v.
Railroad Commission, U.8. (May 8, 1833).)

For the reasons assigned, the item here in question is disallowed.

COMMENCEMENT OF OPERATION

(12) The amounts properly allowable as project costs for interest
and taxes during construction, and for power generated during
construction, as a credit against project cost depend in part upon
the date when the project can be regarded as available for opera-
tion. This the Bolicitor contends should be January 1, 1928; the
licensee May 1, 1928. We adopt the former date as proper under
all the circumstances.

For this purpose we regard that date as proper when in the
course of due diligence the project has been sufficiently completed
to be reasonably reliable and available for service. Not merely its
technical physical functioning, but the nature of the use for which
it is designed and its adeguacy to meet the burdens such use
entails are factors to be considered.

This project was designed and built to furnish secondary power
only. Due to the caprices of the Ohio river, the plant is totally
disabled for considerable portions of each year either from high
or low water. For primary power during such periods, and in
emergency at all times, the Louisville Gas & Electric Co. of
Kentucky, an affiliate through whose system the project output
is distributed, maintains a steam generating plant at Waterside,
a short distance up the river, adequate in capacity and at-
tendance to take over at short notice the entire load of the
project. The means provided and preparations made for this

purpose were developed in detail in evidence, with voluminous
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exhibits recording the situation daily at both plants throughout
the period in question, and for comparative periods before and
after. Upon its full consideration we are convinced that by
January 1, 1928, the project had been demonstrated capable of
discharging its intended function as a producer of secondary
power.

While there were some suspensions thereafter of the entire plant
for lack of water, and of particular machines for certain supple-
mental construction processes, such as pointing, installing safety
devices, and certain mechanisms for greater convenience in op-
eration, the loss of generation from the latter causes was minor,;
and in each case the necessary load was promptly absorbed by
the Waterside plant, in accordance with the operating relation-
ship intended between the two plants,

INTEREST DURING CONSTRUCTION

(13) The allowance of interest during construction is authorized
by section 3 of the Federal Water Power Act, which incorporates
“insofar as practicable” the *“ Classification of Investment in
Road and Equipment of Steam Roads, issue of 1914, Interstate
Commerce Commission.” The Federal Power Commission's sys-
tem of accounts prescribed for licensees provides, under Account
394, for the inclusion in the capital accounts of reasonable charges
for interest during the construction period on the licensee's own
funds. This accounting regulation corresponds to the Interstate
Commerce Commission’s Account 76, * Interest During Construc-
tion.”

What properly constitutes the construction period is to be
determined upon the facts and circumstances in each case. The
licensee claims January 1, 1924, as the beginning of the con-
struction period and the evidence shows, the Commission finds,
that construction began on that date and continued with due
diligence thereafter. The Commission having found January 1,
1028, to be the date on which the project was available for serv-
ice, it follows that interest is allowable from January 1, 1624,
through December 31, 1927,

The interest claimed by the licensee is $525,744.44. Interest was
computed at the rate of one half of 1 percent per month on con-
struction balances totaling $8,309,5622, The Commission finds that,
under all the circumstances, the rate of interest of 6 percent per
annum claimed by the licensee is not unreasonable and is there-
fore allowed. The project construction was financed by advances
from the Louisville Gas & Electric Co. on an open-account basis
and interest computations were made upon such advances, but the
licensee having been engaged in construction activities other than
these pertaining to the project, it becomes necessary o separate
the project from the nonproject expenditures, Thus by the elimi-
nation of the principal amounts of nonproject charges upon which
interest claimed was computed, the interest properly allowable
under the act may be determined.

The first nonproject cost item deductible is the charge covering
work orders C-9, C-16, and C-13, amounting to $563,43947; the
next nonproject charge eliminated is under EC 806 of $174,965.50;
a further item represents several nonproject charges in the form
of payments to the Byllesby Service Co. including the dis-
allowed fee, supra, in the total amount of $514,260.81; and items
representing miscellaneous nonproject charges which have been
disallowed by the Commission aggregating $20,415.23. The interest
on the total of these items, $1,282,081.11, must be deducted from
the interest claimed by the licensee.

By a stipulation between counsel for the licensee and the
Solicitor, and approved by the Commission, the method of com-
puting interest during construction is that used by the examiner
in the preliminary accounting report.

Having defermined the amount of nonproject construction in-
cluded in the advances for all construction undertakings, it be-
comes necessary to determine the portion of interest applicable to
the nonproject charges. This is accomplished by dividing the
open-account balance as of December 31, 1927, $8,309,522, into
the interest, $525,74447, charged on it during the 4-year period,
which produces a ratio of 0.063270117. By applying this factor to
nonproject construction, $1,282,081.11, the result, $81,117.42, Is the
amount of nonproject interest to be deducted from the total
interest claimed by the licensee, leaving the sum of $444,627.05.
Therefore, the Commission finds that $444,627.05 is the proper
allowance for interest on the licensee's own funds during the con-
struction period. It should be noted that the annual rate at
which interest is computed is 6 percent on all amounts charged,
computed from the month in which incurred. The other rate
referred to (0.063270117) is merely the arithmetically resulting
ratio of interest to construction charges covering the whole 4-year

eriod.

; ATTORNEYS' FEES AND EXPENSES

(14) The licensee claimed as a part of the cost of the project
the sum of $2,900 paid as retainer fees to a firm of lawyers in 38
separate vouchers from 10823 to 1928. For lack of satisfactory evi-
dence as to the character of service rendered and the nature of
the contract of employment, the examiner wrote to licensee July
12, 1928, for further information in regard to these fees. No reply
was received by February 21, 1931, the date on which the examiner
filed his report, and this item was therefore suspended. In the
protest filed by licensee, this item, with many others, was re-
asserted as valid. At a conference between representatives of the
Commission and of the licensee in regard to numerous items in
controversy, resulting in the stipulation hereinbefore referred to,
the allowance of this $2,900 was agreed to and identified as item
34 (B-1) in said stipulation.
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At the hearing the Commission, Inquiring as to the new or
additional evidence presented at the conference which led to
agreement on particular items, asked attorneys for licensee for
information as to the terms of the Byllesby Service Co. con-
tract with the law firm to which this sum had been paid, Rep-
resentatives of the licensee being unable to inform the Commis-
sion as to this, counsel agreed later to get the desired informa-
tion and report the facts to the Commission. Thereafter, counsel
for licensee advised the Commission by letter that the law firm
was a department of the Byllesby Service Co., and formally
withdrew the claim; for service by the legal department at the
* home office ” is included in the 7! -percent fee contract, dis-
cussed supra.

The Commission is unable to escape the conviction that the
withholding of the facts about this claim was not through mere
inadvertence. It was brought directly to licensee's attention by
the examiner’s letter which was unanswered; and agaln when
examiner's report suspended this item, a copy being serviced on
licensee; and again when licensee filed its protest, reasserting the
validity of the claim; again when it was the subject of a con-
ference, resulting in its approval by stipulation; and once more
when the Commission inquired about it. During all of this time
the Byllesby Service Co. knew, and licensee also presumably
knew, that the law firm was merely a department of Byllesby
Service Co., collecting from affiliates fees in which the Byllesby
Service Co. directly participated. And as bearing upon the good
faith in handling this matter it is significant that two members
of this legal department were officers in the Standard system. The
Commission can do no less than condemn the evasion and con-
cealment in connection with this matter.

The licensee's letter admitting that the law firm was a depart-
ment of the Byllesby Service Co. caused the Commission to
reexamine other law fees claimed by licensee and approved by the
examiner. Of such other fees we find amounts aggregating 6,000
which, so far as we can determine upon an incomplete record, are
for services rendered by the legal department at the home office,
and provided for in the service contract, and this further amount
is disallowed. But, since licensee has not had opportunity to be
heard as to this $6,000 disallowance, it is made with leave to
licensee to apply for further hearing thereon.

MOTION FICTURES AND BUPPLIES

(15) The licensee claimed as a part of the cost of the project
two items, one in the sum of $8,200.02 and the other §756.10, cov-
ering charges for airplane photography and making motion pic-
tures, and including films, film cases, motion-picture machine and
parts, lantern slides, photographs, reprints, frames, and other
accessories. It is contended that the cost of these were a neces-
sary complement to the construction of the project.

In the stipulation hereinbefore referred to between the solicitor
and counsel for the licenses it was agreed that all of the first
amount except 81,000 should be allowed and that all of the sec-
ond amount except $186.43 should be allowed, leaving a total of
$7,769.69 approved for allowance.

Upon the facts recited in the stipulation the Commission Is
unable to approve this item of the stipulation and the said
amount is therefore disallowed. But inasmuch as licensee, at the
hearing, relied upon the expected approval of the Commission of
this stipulation and therefore intreduced no evidence in further
support of this item, this disallowance is made with leave to
licensee to apply for further hearing thereon.

The Commission recognizes the value of modern photography
as a medium for the conveyance of ideas of design and methods of
their execution, and also the historical value of such a panoramic
view of the various stages of the construction processes and the
probable subsequent use which may be made of such photography
by engineers, designers, and contractors. Butf the licensee was
engaged in the construction of this one project and the direct
benefit to such project from such photography does not satis-
factorily appear from the record and hence such costs cannot be
approved as a proper and necessary expense in the construction of
the licensed project.

It is not doubted that this photography would be of benefit to
engineers and contractors in the future in the construction of
hydroelectric projects and that it may have large value to an
organization like the Byllesby Service Co., which is engaged in the
business of designing and constructing such plants, but the
licensee should not have incurred this expense to create records
for future use by others than the licensee.

PUBLICITY EXPENSE, HANDLING VISITORS, ETC.

(16) The licensee claims $3,285 as a proper project cost incurred
for a banquet given to foremen and bosses in construction of the
project and of United States Dam No. 41.

This item was included in the said stipulation, agreeing that
this expense, if allowed, should be divided in the proportion of
seven ninths to the project and two ninths to the Government
dam and that * it i1s agreed that if the purpose of this expenditure
is deemed appropriate, the amount thereof is reasomable. It is
further agreed that this item may be determined by the Commis-
slon upon this stipulation and other matters of record before it
without further hearing.”

The Commission holds that a banquet is not an appropriate or
proper part of the cost of a public-utility project, and this claim
is, therefore, disallowed.

Licensee contends in support of this claim that the banquet was
given in fulfillment of a promise made to encourage the speeding
up of construction in order to raise the substructure above the
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level of winter floods so that construction could be carried on
through the winter, and that this purpose was accomplished. It
appears from the record that this banquet was not limited to the
foremen and bosses but included city and other public officials,
many members of the chamber of commerce, and other citizens,
to the total number of about 500. To approve such an expenditure
as a proper project cost would, in the opinion of the Commission,
not only be without authority in the act but also open the door
to “good will"” advertising. Consumers may not properly be re-
quired to pay for hospitality they do not share.

(17) A further sum of $7,899.03 is claimed by licensee as a proper
cost of the project, covering several expenditures, as follows:

The sum of $1,446 represents the cost of erecting an outdoor
observation platform from which visitors might view, with safety,
construction operations. The Commission allows seven ninths of
this item, $1,124.63, and disallows the remaining two ninths,
$321.37, as properly allocable to the United States dam project.

Another item of $2,000 representing salaries of guides for the
further protection of visitors is considered proper, and seven ninths
thereof, $1,555.65, is allowed, the remaining two ninths, $444.45,
being allocable to sald United States dam construction.

In allowing these two items the Commission recognized the legal
duty of the licensee to take reasonable precautions and to provide
reasonable means for the protection of the public against personal
injuries. Upon all the evidence the Commission finds that the
erection of the observation platform and the furnishing of guides
was in the discharge of the licensee’s duties to the public and that
these provisions for ithe public safety cost substantially less and
were more effective than the alternative of fencing and policing
the construction area.

(18) The $4,453.03 remalning of the total item of #7,899.03
covers, insofar as the Commission is able to determine from
the said stipulations and an incomplete record as to the facts,
miscellaneous expenditures, some of which are disallowed because
made subsequent to the date on which the Commission has found
the project to be available for service, and the others because of the
purposes of such expenditures. It appears that a large part of
this item covered the rental of busses for transportation of visitors
to and from the project, the serving of lunches, soft drinks, cigars,
and other forms of entertainment In no sense appropriate to or
proper for inclusion in capital structure of the project. When the
licensee provided safe platforms and guides for visitors, herein-
before approved, it discharged its full duty under the law to the
public, and any added courtesies must be borne by the company
in its capacity other than as licensee of this project. For the
reasons assigned the said claim of 84,453.03 is disallowed.

RENTAL OF NONPROJECT LANDS

(19) The licensee claimed $24,120.69 as rental for nonproject
lands owned by licensee and used in connection with construction
activities. This land is not within the project boundaries as
defined in the license, but it is proper to allow a fair rental for
the 3 years it was used for construction activities. The amount
claimed as rent is equivalent to 10 percent per year, or 30 percent
on the cost of 99.96 acres. The examiner reported that only 80.67
acres of this land were actually used, and recommended the
allowance of 30 percent on the cost thereof, or $18,180.26, and
suspended the balance of the claim, $5084043, as representing the
30 percent on the cost of the unused acreage. In the stipulation
previously referred to it was agreed that the amount suspended
by the examiner, $5,94043, should be allowed.

The Commission is unable to approve the stipulation upon the
evidence before it, nor does it approve the 30 percent as a fair
rental for 3 years.

The Commission is of the opinion that while licensee is en-
titled to a compensatory rental on its nonproject land actually
and necessanily used for construction purposes, it is not entitled
to a rental above carrying charges on its own lands used to con-
struct its own project, And as 6 percent is the interest rate
claimed by licensee, and approved by the Commission, on its
own funds furnished for all other purposes during construction,
this rate, 6 percent, plus 2 percent to cover taxes, will, in the
opinion of the Commission, fully compensate for all carrying
charges. an the cost of sald 80.67 acres. Therefore, the Commis-
sion allows 8 percent of the cost of the 80.67 acres, as shown in
the record, amounting to $14,544.21, and disallows the balance of
the claim, §9,576.48.

But as licensee, relying upon the stipulation for allowance of
its claim, presented no evidence at the hearing in support thereof,
this disallowance is made with leave to licensee to apply for a
further hearing on this item,

MISCELLANEOUS DISALLOWANCES

Under a stipulation, an item classified as local engineering and
superintendence and known as “mno. 13”, in the total amount of
$5,245.74, was disallowed.

Another item classified as accounting, auditing, and clerical
expenses and known as “item no. 14" in the sum of $427.76 was
disallowed under the said stipulation.

(20) The Commission has approved both of these stipulations.
Included in the said two amounts as originally claimed by the
licensee as proper project costs are amounts which represent
expenses of engineers and other employees of the Byllesby Service
Co. in attendance upon various conventions. The Commissicn
iz unable to understand why the licensee should have considered
such expenditures as having any direct or proper relation to the
cost of the project under consideration. The attendance of em-
Ployees of the service company at such gatherings doubtless has
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real value to the Byllesby Service Co., their employee, but to
charge such expenses to the cost of this public-utility project
appears to the Commission to be without any semblance of
Justification,

To include such expenditures in a statement of cost filed under
oath tends seriously to impair the assurance of accuracy and good
Taith which such a statement should import.

[From the Washington Herald, Deec. 30, 1933]
CurBING THE POWER TRUST

In urging governmental control to avert the “ grave economic
and social peril” presented by the Power Trust's dynasties of
holding companies, President Roosevelt's newly reorganized Fed-
eral Power Commission points the way to a long-needed reform.

Congress and the State legislatures should enact laws, as the
Commission recommends, to control these unregulated corpora-
tions, which all too often plunder investors with one hand while
overcharging consumers with the other.

For the first time in the l4-year history of so-called “regula-
tion of water power ", o Commission entrusted with this regula-
tion enunciates conserving, constructive, and promising principles.

And likewise, for the first time, there is in the revitalized agency
led by Chairman Frank R. McNinch a commission competent and
zealous to out these principles—a commission that may
prove to be the “ tribune of the people " that President Roosevelt
has been seeking.

Frequently heretofore the Power Trust regulated its regulators.
In regulating them and failing to regulate itself it ruined its
investors, robbed its consumers. It did about everything but kill
the goose that laid the Power Trust's golden eggs.

Economic waste flourished side by side with financial profiteer-
ing and political oppressicn. These abuses must be suppressed
in planning for the truly electrified America which the Roosevelt
administration is beginning to build.

The abuses and the peril inherent in the Power Trust holding
companies are illustrated forcefully by Mr, McNinch and his
fellow commissioners in a decision affecting the Byllesby system,
which boasts assets of $1,200,000,000 and has dependent upon it
for utility service 1,648 communities.

This system the Commission aptly characterizes as a " holding
company dynasty—not exceptional but typical—with absentee
ownership and management and sovereignty over far-flung do-
minicns in many States, but subject to the direct jurisdiction
of none.”

In the claim of cost of a water-power project submitted by a
system subsid.tary. the Commission disallows £3,285 spent upon
a banquet, saying:

* Consumers may. not properly be required to pay for hospitality
they do not share.”

It might justly say the same of investors. \

Disallowing a fee of nearly $500,000 charged by the Byllesby
interests for supervising themselves, through an affiliated cor-
poration, while they built a power plant, the Commission notes
that in 6 years the system has made, on such fees, profits of more
than $10,000,000.

The Commission declares:

* Such profits resulting from holding-company control and in-
tercorporate contracts are not only unressonable, but shocking,
when considered in the light of their direct influence upon a
business affected with a public interest.”

At last, apparently, we are going to have a watchman to guard
the national water powers that have been grabbed by the Power
Trust under long-term leases and exploited heretofore to the
Power Trust's own taste.

If Congress and the State legislatures do their Em‘t we may
also curb, at least, the Power Trust's holding-compaty racket.

END OF THE DEPRESSION—STATEMENTS BY W. W. ATTERBURY AND
HENRY FORD

Mr. ROBINSON of Arkansas. Mr. President, I ask that a
brief statement by Mr, W. W. Atterbury be printed in the
REecorp, and also a United Press dispatch, quoting a state-
ment by Mr. Henry Ford.

There being no objection, the statements were ordered to
be printed in the Recorp, as follows:

[From the New York Times, Sunday, Dec. 17, 1933]
DEPRESSION OVER, ATTERBURY HOLDS—RAILROAD MAN URGES FAITH IN
RoOOSEVELT—GETS MEDAL OF PENNSYLVANIA SOCIETY

The country has emerged from the depression and business is
improving, Gen. W. W. Atterbury, president of the Pennsylvania
Railroad, told members of the Pennsylvania Society last night at
the organization’s thirty-fifth annual dinner in the Waldorf, Gen-
eral Atterbury received the society's gold medal for distinguished
achifvement. < - . % . .

HOLDS SLUMP IS OVER

“We are just out of the trough of the greatest depression this
country and the whole world have ever seen ", General Atterbury
said.

“ We see all sorts of *'isms’ being tried in various parts of the
world. There is communism, fascism, national socialism, and
what not. My own conviciion is, however, that in the long run,
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out of all these ‘isms' we shall find that Amerlcanism—old-fash-
ioned, rugged Americanism in its best sense—will be the ‘ ism ' that
will emerge triumphant.

“What do I mean by Americanism? I mean, sbove all things,
the maintenance of national institutions which give the largest
possible opportunity for the development of the best there is in
each individual. You may call this ‘rugged individualism', and
yet rugged individualism does not mean giving to any individual
the right to pursue a life solely devoted to his own individual ag-
grandizement without reference to the rights and welfare of other
individuals which make up our great people. But thereis a very
great difference between the maintenance of this kind of rugged
individualism and any effort at the regimentation of individuals.
I do not think the people of this country want a regimented life.

HOLDS CAPITALISM SAFE

“ The popular uprising against prohibition was, in my judgment,
at heart a rebellion on the part of the whole American people
ﬁgg;t%st any effort to interfere with the fundamentals of personal

rty.

* People tell us that this depression has shaken the very basis
of capitalism. I do not believe that it has. It is in that disbeliet
that I have been glad to join with the great army of our American
citizens who are supporting the policies of the President of the
United States in his efforts to pull this country out of the de-
pression.

“I am an enthusiastic believer in the patriotism, the courage,
and the resourcefulness of Franklin D. Roosevelt. Though a strong
Republican in my political afiliations, I have felt and still feel
that this Is no time for the assertion of political partisanship,
fit n]:: time for the whole Nation to pull together behind the Presi-

ent.

“I do not belleve it is a time for gloom. And this sentiment
on my part is not whistling to keep up my courage. Business is
improving. More men are being employed. Goods are moving
into consumption. The purchasing power of the farmer is already
vastly improved. The whole attitude of the people is changing.
I am confident that next year is going to be a better business year
than the one we are now completing."

[From the Washington Post, Wednesday, Jan. 10, 1034]
“ DeprrEssioN OverR", Forp QUoTED, OPENING PLANT

Darras, Tex., January 9 (United Press) —Henry Ford is “ con-
vinced the depression is over ", C. B. Ostrander sald today in an-
nouncing the Dallas Ford plant will reopen February 1, employing
2,000.

Ostrander, branch manager, sald the plant would open on a
schedule of 250 cars a day, with a pay roll of $300,000 a month,

FIAT MONEY—VIEWS OF AMERICAN FEDERATION OF LABOR

Mr. VANDENBERG. Mr. President, the Associated Press
summarizes the attitude of the American Federation of
Labor in respect to inflation and fiat money. I ask that the
article may be printed in the REcorp.

There being no objection, the article was ordered to be
printed in the REcorp, as follows:

FI1AT MoNEY FEAR VOICED BY LABOR—RECOVERY GAINS CITED, BUT
INFLATION MAY WIPE Qur PROGRESS, LEADERS SAY

Business year prospects for 1934 were plctured today by ths
American Federation of Labor as * brighter”, but “ overshadowed
by a danger which may destroy all progress made—inflation by
fiat money."

“ Fear of inflation is the chief obstacle to restoration of confl-
dence at present ", the Federation said in an annual review,

- * - L] ® L -

“All these gains show progress, but we must not forget tkat In
November 10,702,000 workers still had no industrial employment;
that C.W.A. funds giving temporary work to 4,000,000 will be ex-
hausted by February 15; that business is still 30 percent below
normal; that the outlook Is overshadowed by a danger which
might destroy all progress made—inflation by fiat money.

*These business advances are due almost entirely to Govern-
ment measures, not to private initlative. * * * To this Gov-
ernment credit we owe a large measure of our progress toward
recovery. . ¢ * -®

“ Government credit does not replace private credit extended in
the normal way through banks. Barring a revolution in our ways
of doing business, we cannot expect mdustry to revhre until credit
begins to flow in large volume from banks. *

“To start private initiative and put back to work 10,700,000
workers still without industrial employment, business confidence
must be restored. Fear of inflation is the chief obstacle to
restoration of confldence at present. * * *

“ The effect of fiat money inflation at present would be to take
from the workers any income gains they have had and put in-
creased wealth and power in the hands of rich properiy owners.
Uncontrolled inflation could destroy the effects of the recovery

rogram.
¥ ‘ngstory shows that in the past fiat money has usually been
issued to meet an overwhelming Government deficit. Large Fed-

eral borrowings in the last 3 years have alarmed many who fear
that the Government will not be able to pay off its debis excepy
by issuing fiat money. ¥
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“ Hictory shows no example of uncontrolled inflation in a coun-
try with a large gold reserve. Our gold stock at present is the
largest of any country in the world. * * * It is far more than
enough to support our present paper currency, These facts show

no reason for fiat money inflation because of the public debt.”
ECONOMIC CONDITIONS—ADDRESS BY SENATOR DICKINSON

Mr. FESS. Mr. President, I ask unanimous consent to
have printed in the REcorp an address delivered by the
senior Senator from Iowa [Mr. Dickinson] before the League
of Republican Clubs of Cuyahoga County, Ohio, at Cleve-
land, on January 6, 1934.

There being no objection, the address was ordered to be
printed in the Recorp, as follows:

It is a real pleasure to be present at this splendid gathering
of working Republicans. If I were to ask any pledge of you
tonight, it would be a reassurance of confidence in the record and
the traditions of the Republican Party. The Republican Party
is progressive enough for advancement and yet conservative
enough for safety. Let us continue to be a party under the Con-
stitution ant not against it.

Many governments have failed, not because they did not do
enough for their people but always because they attempted to do
too much. The Constitution of the United States is not a re-
striction on liberties but rather a protection of liberties. When
we exceed Its privileges, we are on dangerous ground.

The Democratic legislative program may be an experimental
program, but one experiment may lead to another until no
retreat is possible. Experiment is leading us far astray.

Most of the problems now confronting us are fhe problems of
the individual and of the State and its subdivisions. Yet we hear
the continuous cry—" Why does not the Government do some-
thing? " We ask the Government to plant our gardens, to plow
our flelds, to control our industries, and run our stores. The
sooner we regain the self-consciousness that these are the prob-
lems of the individusal and not of the Government, the quicker
& safe road to recovery will appear in the foreground.

Our party should be committed to the prineiple as established
EZ! our forefathers. The preamble should become our golden

e

“We the people of the United States, in order to form a moare
perfect Union, establish justice, insure domestic tranquillity, pro-
vide for the common defense, promote the general welfare, and
secure the blessings of liberty to ourselves and our posterity, do
ordain and establish this Constitution for the United States of
America.”

This has been revised in the *“new deal” and now reads en-
tirely differently. At the present time, if T were to write a pre-
amble to fit into the present-day program, it would be as follows:

" We, the people of the United States, in order to test the sta-
bility of the Union, and to divide one section against the other, to
endanger justice, to insure domestic discord, to retard the general
welfare, to endanger the civil liberties of ourselves and our pos-
terity, do ordain and establish the A.AA, CAB., C.CC., CSB.,
CWA.,.ECPC.,EHFA, K FACA, FPCA,.FCT, FDIC., FERA.,
FHLBE., FSRC,GS8C,HOLC,IAB,IBRT, ITPC, LAB.,
N.CB., NEC, NIRA, NIRB, NLB., NFB, NRA, PWA,
PW.EHC., SAB, SBPW., 8RB, TCFT., TV.A.

Many of these had no foundation in legislation whatsoever.
They are the result of Executive orders—illegitimate stepchildren
of an ill-advised law whereby the legisiative body surrendered its
birthright and delegated legislative authority to the Executive of
the United States. We are at present the victims of such delegated
authority. Pressure on Congress put through many measures
transferring authority from Congress to the Executive—a cowardly
procedure. Those governing us today were not elected to office.
Johnson was not elected by the vote of the business men, nor
Davis by the vote of the farmers. This has all been brought about
by a delegation of power.

RETURN TO FUNDAMENTALS

The Republican Party should stand for a return to fundamen-
tals. The theory that any particular policy of any particular
group is responsible for existing conditions is erroneous. The
present-day depression is the result of the sins of society itself.
The individual increased his expenditures; he took on extravagant
habits; he gambled large stakes on uncertain gains; he lived
beyond his means; he bought on the installment plan and spent
next month’s salary this month. This was destructive to the
understrata of soclety itself,

The same program was adopted by the municipalities of our
country. Bond issues were voted, boulevards constructed, pav-
ings extended, buildings erected. The expansion program was
such that soon the tax revenues were unable to meet the obli-
gations. This is the reason for the demand that municipalities
be permitted to take advantage of bankruptcy.

This same spirit of spending extended to the States themselves.
Many of our States obligated themselves for expenditures be-
yond the resources of their taxpayers. In fact, it was not solely
on account of the manipulations of the stock exchange—although
much blame can be placed at its door—it was the gambling spirit
in practically every walk of life that disintegrated our economic
structure. It is this condition that forces upon the country the
necessity for an economic cure. In finding such cure, the Re-
publican Party has a keen responsibility.
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PUBLIC REGULATION NO CURE

Admitting that our economic soclety is disorganized and that it
has not been properly managed, there is nothing in the assumption
that a political social control will remedy the situation. The
Republican Party should stand firm in the faith for Individual
management and private control of business and industry. We
can promote legislation curbing dishonesty and restricting
monopoly.

In reply to the suggestion that political social control is neces-
sary by reason of the conditions now existing, let us examine the
record. What about various businesses that have been vested with
public supervision? Let me call your attention to the fact that
the railroads have had governmental supervision for a great many
years. This supervision has not saved them from suffering exactly
the same plight as practically every other business in the country.
I might also suggest that the banking business has been super-
vised by the Government. Probably no business has been more
mismanaged and suffered keener loss or more in prestige than the
banking business of the country. But the banking business is
regulated. We have bank examiners; we have a Comptroller of
the Currency; we have a Federal Reserve Board. No one ever
dreamed of putting either industry or commerce under so strict
regulations as have heretofore been imposed upon the finances of
the country.

It has been suggested that the Senate inquiry has “ dropped a
grappling hook into the mire of some of their (bankers) methods.
Fiduciaries at the very heart of financial power and faithless to
their trust * * * and insistent that a law to induce fair prac-
tice infringes the Constitution, they are the mouthpieces of the
political theory that permitted such practices.” But it should be
remembered that during all this time these banks were under
Government supervision. They were under Government regulation.
Even their bylaws were submitted to the Comptroller of the
Currency for approval.

Is it not therefore safe to assume that the N.R.A. with its
limitations of authority will not be able to overcome private
greed? It will not be able to make economic angels out of the
sinners of the earth and will be no more successful in managing
the business and industries of the country than the Federal
Reserve Board has heretofore been in managing the banks of the
country. I again contend that Government supervision is no
cure for our existing ills.

I further suggest that you investigate the shipping business
which has been under Government supervision. All this would
indicate that Government supervision is not a remedy and gives
no assurance that industry and business will not suffer the same
collapse, even if supervised and assisted by the guidance of the
N.R.A. or any other Government bureau or subdivision of the
“ prain trust.”

EXPERIMENTS

Under existing conditions we need calm, deliberate judgment.
Caution should be our guide. When conditions are most critical,
we find a government of trial and error—all trial and mostly
error. I have no patience with the man who says that the ad-
ministration at least is trying something. This is no time for
quack remedies. It Is much safer to frust experience than experi-
ment. We are floundering in a conglomeration of brain storms—
brain storms in finance, brain storms of overproduction, and
brain storms of excess food supplies—a “ brain trust” campaign
of prosperity promotion spending billions.

Promises—promises—promises. The Government will fix
wages, the Government will raise prices; the Government will
shorten hours; the Government will settle your disputes; the
Government will eliminate your competitor. Business from now
on is going to be one continuous round of pleasure—with profits
assured and conditions ideal. Everybody is to be regimented.
You are to imitate the fat merchant of the Elizabethan Age
under the merchants' guild, with wealth accumulating and your
trade assured.

OVERPRODUCTION

Overproduction must be stopped. Farms are to be classified
and 40,000,000 acres taken out of cultivation. Factories are to be
segregated—some closed and some opened. Mines are to be listed.
Overpreduction is the bugaboo. If too much cotton, reduce the
acreage. If too many radios, give someone the monopoly, and
the “brain trust" will close the other factories. Too many
lawyers—close the schools. Too many doctors—close the colleges.
Too many professors—close the universities. Too many people—
try birth control and legalize abortion.

BUSINESS LEADERSHIP

The greatest tragedy of today is that the leadership of industry
and business, which should oppose the present program of Federal
regulation and control, is so irresolute and divided in what should
be done. If socialism once grips American capitalism, it will never
release its grasp. One of the early conceptions of social reform
is that the state shall control all means of production. There is
nothing new in the present-day suggestions. All these theories
have been tried in one form or another and failed. But a socialist
never admits defeat. He will admit that his program has not
worked, but never admits that its fallure is on account of a
defect in the system. The fallure is always because he was not
permitted to go far enough and extend his program to complete
control of the economic system.

Once the Government begins the task of controlling economic
relationships, it must continue. One commitment leads to the
next. American capitalism in its present faltering experiment
with State control is playing with the buzz saw.
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SOCIALIZATION

‘We are taking the first step in land rentals. Soon ownership will
become annoying. The P.W.A. set aside 25 millions to buy mar-
ginal lands. Next we find the theory will work better where all
land is owned by the Government. Renting lands, step no. 1;
buying marginal lands, step no. 2; take all the land, step no. 3.

The R.F.C. is soon to ask for a longer lease on life. For what?
Why, to buy gold at home and abroad. A year ago, if I had $100
in gold in my pocket, I was a law-abiding citizen; if I perchance
had a pint of whisky, I was a criminal. Today, if I have the
whisky I am a law-abiding citizen, but if I have the gold I am a
criminal violating the law,

The R.F.C. also wants to buy preferred stock in banking institu-
tions and, in some instances, name the officers. We are fast ap-
proaching a bank of the United States. Somebody page Andrew
Jackson. Where are the advocates of State rights? The shades
of Democracy grow dim when the legislative leadership of that
party forsakes every tradition of Thomas Jefferson and of the
South and surrender to a centralized Government control. In
finance they surrender to the RF.C., in industry to the NR.A. in
agriculture to the A.AA.

When this happens, big business becomes the master. Big
business dictates your finance. Big business dictates your codes.
The antitrust law is suspended, and corporate control of business
knows but one god—the *“god of profit.” The whole develop-
ment of business under such control is for big business to become
bigger, and the little fellow hunts a place in the breadline. Surely

e “ Frankenstein of monopolistic capitalism " is with us.

e ultimate burden of such a program falls on two classes—
the consumer and the taxpayer. One group fixes wages, profits,
and prices; another must pay the bill. One group sells its produce
to the Government in the form of a loan; another must pay the
price. How long can our Government last half subsidized and
half victimized?

MONETARY POLICY

The present uncertainty of the administration’s monetary policy
forces capital investment into hiding. New capital issues in 1933
will be under $1,000,000,000 as against $1,600,000,000 in 1932,
$8,000,000,000 in 1930, and $10,000,000,000 in 1929. No prosperity
can be realized unless new capital issues rise to at least
$5,000,000,000 a year. It is impossible to supplant this money with
Government funds.

A great deal has been said about the Government being able to
refinance all its loans to date. Naturally, the Federal Gov-
ernment can force the banks to buy its bonds and then new issues
can be made against the bonds; but if you follow this policy in-
definitely, you turn our banks into Government printing presses.
Once this device is carried to any considerable extent, the dollar
may be expected to take a nose dive, and the descent will know
no end. There is only one remedy for excessive expenditures,
and that is additional taxzation.

PARTY PROMISES AND PERFORMANCES

In reading the platforms of the major political parties during
the last campaign, I find included in one of them the following:

“We favor an immediate appropriation of $5,000,000,000 for
relief to supplement State and local expenditures and the appro-
priation of an equal amount for public works, including roads,
reforestation, slum clearance, and housing.”

I read further and find that this party favors “ the creation of
national, regional, and State boards to determine the best utiliza-
tion of rural land; Government ownership of the liquor business;
abolition of the power of the Supreme Court to pass on the con-
stitutionality of legislation enacted by Congress; complete acquisi-
tion of the Federal Reserve banks by the Government; the opera-
tion of the power industry by administrative boards; the recogni-
tion of Soviet Russia ™, ete.

In all candor, I ask you to compare the program of the present
administration as enacted by the special session of Congress and
as now being proposed in the regular session of Congress with the
program above suggested. But wait—I have been reading to you
from the national platform of the Socialist Party, headed by Nor-
man Thomas, who received less than 800,000 votes in the last
election. None of these provisions was found in the Democratic
platform that received over 22,000,000 votes, and none of them
was included in the Republican platform that received over
15,000,000 votes.

Are the American people being given what they voted for, or
are they being subjected to the whims of the “ brain trust" led
by the theorists with a direct and definite leaning to the left on
every proposal?

The Republican Party must do its part in directing the affairs
of this Government. No one knows whether we are still relieving
the depression or revolutionizing our form of government. There
may be a place where we can call a halt. We find that when
direct authorization of Congress has not been granted the power
has been assumed by some corporation or agency set up under
some provision transferring power to the Executive.

Just now they propose to spend $25,000,000 to buy regional
lands. That matter was never discussed before Congress. It

is proposed to expand construction in many ways on many
projects that have not been heretofore authorized by Congress.
In fact, there is a refusal on the part of the Ieading members of
the Appropriations Committee of the House to concur in many
of the authorizations granted by the Public Works Administration.

We expand our highway system; we rebuild our Navy, we put
10 million dollars in flying equipment; we are encouraging munic-
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ipalities, counties, and States to embark upon a system of ex-
travagant public expenditure and pay excessive prices in order
to secure a contribution from the Government; but in the end
the taxpayers of these respective localities must bear the upkeep
of these improvements.

The other day an editor friend of mine suggested: “A suc-
cessful man hereafter will be one who can think up ways to make
money as fast as the Government can take it away from him.”

DEPRESSION

We are now facing a $7,000,000,000 Budget. The revenues of the
Government, with all the additional taxation suggested, will not
exceed 34 billion dollars. Spending a lot of money seems to be
an inspiration to spend more. This in face of the definite promise
July 30, 1932, when President Roosevelt said:

“Let us have the courage to stop borrowing to meet continuing
deficits. Stop the deficits.

“ OQur party sees clearly that not only must Government income
meet p! tive expenditures but this income must be obtained
on the principle of ability to pay.

“ Revenues must cover expenditures by one means or another.
Any government, like any family, can for a year spend a little
more than it earns. But you and I know that a continuation of
that habit means the poorhouse.” '

The present type of expenditures is extravagant and wasteful.
Thirty-four agencles have been set up under temporary authoriza-
tions, all of them for the purpcse of spending money. The
Republican Party has a direct responsibility at least to warn the
country that the end of this path is Federal bankruptecy and
financial ruin.

Every depression passes through three stages. First, the panicky
stage of severe decline and loss of confidence and depreciated
values. We have passed through that stage. With the rest of
the world following a similar course, there was no way by which
this could be avoided in this country. All legislation could do
was to stem the tide and cushion the fall.

The second stage for every depression is a period where we test
out all forms of remedies—a few of them sound, many of them
unsound. The character of the leadership determines whether
or not we try many quack remedies and suggested panaceas, or
whether we permit experience to be our guide and confine recovery
legislaticn to remedies fundamentally sound and tested by
experience.

It is well to compare the efforts of America with those of England
under the present stress. In the United States we are spending
money to bring back prosperity. In England they are saving it
for the same reason, Naturally, both methods will make some
progress. In Great Britain they ask no emergency or exiraor-
dinary powers. It is well to remember that the stability of the
English course has weathered many tests. In America we are
is:nglng up a trial balloon. No one can now predict the expected

nding.

But it has been sald that if we can increase the economic
turnover in the United States from $45,000,000,000 to $20,000,000,000
the matter of a few additional billion dollars indebtedness will
be incidental. The only trouble is the suggested *if.” Suppose
we go into debt the billions of dollars and do not increase the
economic turnover and must follow the English course of slow,
plodding recovery, but still have the indebtedness to pay. It is
my judgment that that is about where the present policy will
lead us.

The third stage of every depression (and in this the Republican
Party is Interested) is the convalescent period. Things do finally
settle down. Values become fixed. Confidence is again restored,
and in the end capital again begins to reach out. Every handicap
by way of restrictive legislation, every uneconomic nostrum that
is imposed upon the public, every time additional restrictions
are placed on business, every time you bind an individual with
red-tape government regulations, you delay the recovery period
as suggested.

To me it seems perfectly plain that the Republican Party
should immediately commit itself to a restoration of the Govern-
ment to fundamentals and that our fight should be made along
this line.

BUREAUCRACY oS

The Democratic platform in 1932 said:

“ We advocate an immediate and drastic reduction of Govern-
ment expenditures by abolishing useless commissions and offices,
consolidating departments and bureaus, and eliminating extrava-

Ance;; -8 a0
¥ President Roosevelt on July 2, 1932, said:

“As an immediate program of action we must abolish useless
offices.”

He further said:

“I accuse the present administration of being the greatest
spending administration (meaning the Republican administration)
in peace times in all our history * * *"

Let me suggest that the last report of the Civil Service Com-
mission shows that we have the largest number of Federal em-
ployees on the pay roll since war times; that we have more com-
missions and more bureaus and more administrators than ever
have been known to our Government. We have a $7,000,000,000
budget facing us. This cannot be explained away by the sugges-
tion that we are fighting an emergency. The same emergency
faced us when these promises were made in 1932 that faces us now,
These same conditions were known to the Democratic Party and
to its leadership. The promises made to get votes are at variance
with the performances.
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In fact, I look in vain for the fulfillment of the promises in
the Democratic platform, but find many promises of the Socialist
platform being carried out to the letter. Let me say to the mer-
chant, let me say to the farmer, let me say to the industrialist
this is no longer an emergency program, but a permanent pro-
gram of political economic control. The President's message
reads: “ That we have created a permanent feature of our mod-
ernized industrial structure and that it will continue under the
supervision but not the arbitrary dictation of government itself.”

CONCLUSION

If, in this program that I have just described, represeniative
government is to be displaced, if emergency relief is to bring a
permanent revolutionary and socialistic change in our form of
government, If our lands and forests are to be collectivized, if
our Budget is to be forced out of balance, if we are to be sub-
jected to every form of panacea that the human mind can sug-
gest, then there is a heavy responsibility on the opposition party
represented in this gathering here tonight. We should remember
and deeply realize that regardless of all the soclalistic schemes
that have been tried in the world, in the end nearly everybody
has to work for a living after all, i

So let me congratulate the Republicans of Cuyahoga County.
I am glad that as said in Pirst Kings, it can be recorded: “ Yet I
have left me 7,000 in Israel, all the knees of which have not
bowed to Baal.”

To the Republicans in Ohio and to the Republicans everywhere,
as has been suggested in Isaiah: " Go set a watchman”; and of
these watchmen the country will be continually inquiring:
“Watchman, what of the night? "

THE BANKING INVESTIGATION—ARTICLE BY SENATOR FLETCHER

Mr. ROBINSON of Arkansas. Mr. President, I desire to
ask that an article written by the chairman of the Senate
Committee on Banking and Currency, the senior Senator
from Florida [Mr. FLeTrcHER], and published in the magazine,
Today, under date of December 30, 1933; also an article
entitled “ Lessons of Banking Inquiry Summed up by the
Chairman ”, published in the New York Times under date
of December 31, 1933; and an editorial on the subject matter
of the articles, published in the New York World Telegram
under date of January 8, 1934, may be printed in the Recorb.

There being no objection, the articles were ordered to be
printed in the Recorp, as follows:

[From Today, Dec. 80, 1933]
THE FUTURE OF THE BANKING INVESTIGATION

Early in 1832 there were doubting Thomases as to the work of
the Senate Committee on Banking and Currency and its duties.
By propaganda and otherwise efforts were made to prejudice it in
the eyes of the public and to minimize and discredit ifs work.
The committee was accused of looking Into closets for skeletons
everybody knew were there, of digging up corpses which the public
knew about, of tending to destroy confidence in financial set-ups,
of interfering with business by muckraking, and the like.

But the public and the press as a whole, with practical una-
nimity, have since shown confidence in the committee. Today all
questions of our purpose and the usefulness of our work has dis-
appeared. Those who formerly criticized and undertook to sneer
now admit that the work has been well worth while and that there
is real need for reforms, corrections, and changes.

It is impossible to understand the significance of the present
hearings before the Committee on Banking and Currency without
going back into earlier Congresses. There have been many pre-
vious hearings on financial and economic subjects in both Senate
and House without apparently reaching the public consciousness.

In 1913-14 the Pujo hearings, concerned with the so-called
“ Money Trust ", were carried through laboriously under the ques-
tioning of Samuel Untermeyer, without producing marked results.
Between 1913 and 1932 dozens of hearings in Congress as to stock
exchanges, short-selling in general, economics in general, and
banking problems have been held. They are searcely remembered
by the public,

It was the shock of the stock-market collapse in 1928 that ulti-
mately led to the assignment of our duty and that prepared pub-
lic opinion for a sympathetic reception of our work.

The commitiee has acted under three major resolutions of the
Benate. The first of these, Senate Resolution 84, covered the fol-
lowing broad details:

A resolution to thoroughly investigate practices of stock ex-
changes with respect to the buying and selling and the borrowing
and lending of listed securities, the values of such securities, and
the effects of such practices.

Hearings under that resclution have continued from April 11,
1932, to the present day. They have involved long cross-question-
ing of Richard Whitney, president of the New York Stock Ex-
change, as to short-selling and other stock-exchange practices.
His attitude at the beginning was almost flippant as to the techni-
calities of stock-exchange practices, but he has since shown an
admirable spirit of cooperation.

It is not necessary or possible to mention all other persons
brought in for examination. Reference can, however, be made to
Percy A. Rockefeller, who testified as to his participation in various
pools, syndicates, and joint accounts that involved no motive of
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increasing the wealth of the United States; to the testimony of
F. H. LaGuardia, now elected to the mayoralty of New York City,
and the evidence which he produced of publicity in newspapers and
publications. of New York and other citles purchased by gifts of
stock to publicity agents, to the testimony of Walter E. Sachs
regarding the Goldman-Sachs Co. the Goldman-Sachs Trading
Corporation and otber investment trusts, involving various food
products, and the total operations of which resulted in a loss of
$60,000,000, at least; to the testimony of Harry M. Warner and
others regarding the motion-picture industry and its rapid expan-
sion through the rush of Investments from a public deluded as
to the dependability of leaders in the industry; to copper stocks,
both domestic and foreign.

Under the authority of the same original resolution the
Ereuger & Toll investigations showed Donald Durant, as repre-
senting Lee Higginson & Co., in the unfavorable light of
directing a 50,000,000 investment without ever attending a
directors’ meeting. These hearings were held on January 11 and
12 of the present year, but still under the authority of the
Seventy-second Congress. Then came the Insull hearings from
February 15 to 17, inclusive. At this point it is right to say
that the testimony showed the creation of so many organi-
zations pyramided on each other as to be beyond the compre-
hension of Owen D. Young, of the General Electric Co., as he
testified, and beyond the control of Samuel Insull, Sr., before he
and his brother, Martin Insull, temporarily left the United States.

Under the same resolution investigation showed the com-
plicated weaknesses of the National City Bank in its relation to its
affiliate, the National City Co. These revelations began to im-
press the public as a whole with the fact that this committee and
1ts researches were approaching practical results that could safe-
guard the investing public. It was these hearings that fully
showed up the wrong of bank directors having control of com-
mercial deposits and yet having direct personal interest, not only
in stock investments, but in stock speculation of the most arrant
character. I do not hesitate to mention here the undoubted fact
that the testimony of Charles E. Mitchell in February of this
year will prove to have been the turning point in the willingness
of right-thinking people to purify the financial activities of the
United States not only as affecting banks, banking practices, and
bank speculation but also as effecting stock-exchange practices
as hereafter to be kept distinct from banking practices.

The other major resolutions under which this committee has
operated are Senate Resolutions 56 and 87, which gave our com-
mittee authority to investigate the matter of banking operations
and practices and the issuance and sale of securities and the
trading therein. From that authorily we have secured for the
public a full understanding of the operations of investment bank-
ers. very specifically J. P. Morgan & Co. and Kuhn, Loeb & Co.

Out of the Morgan hearings came the testimony of O. P. Van
Sweringen, proving in the main that by means of a credit or loan
of §1,000,000, the Van Sweringens were able to build up, with the
contributions of the speculative public, that which can best be
described as a “ railroad kingdom.” The Van Sweringens used va-
rious corporate forms, some of them confusing to the public,
because they operated under various names of investment trusts
and holding companies, one of them at least designed to evade
the tax laws of the United States.

Out of the Kuhn, Loeb testimony came a surprising revelation
regarding the Pennroad Corporation that, in the form of an invest-
ment trust, actually contravened the regulations of the Interstate
Commerce Commission as to a consolidated management of cer-
tain railroad systems that should have remained separate in their
control. Here again the holding company plays its part.

Under Senate Resolutions 56 and 97 also, we have investigated
Dillon, Read & Co. and have shown, in part at least, the condi-
tions by which the public of America were misled in both United
States and foreign securities.

The Chase Bank hearings just completed brought evidences into
light that the errors and evils of banking affiliates g8 opened up
by the National City Bank hearings, had already affected, in ad-
vance of new legislation, the banking thought of America, lead-
ing to the gradusl termination of affiliates in liquidating their
resources and to their immediate elimination so far as new busi-
ness or endeavor was involved.

It is expected the hearings will be concluded by or during Jan-
uary 1934, Because our final report will not be available till then
it would be premature even to outline the possible conclusions
of the committee.

However, some definite results in the form of valuable and im-
portant legislation already written into law by Congress have
grown out of the hearings. They should be mentioned here.

First is the National Banking Act of 1933, which contains restric-
tions sgainst loans for speculative purposes. It will be recalled
that in 1929, funds were drawn from banks in all portions of the
country and were syphoned into New York to the extent of billions
of dollars, attracted by high rates of interest, reaching at times
above 20 percent. These were known as * brokers’ loans' and
went into speculation in stocks and other securities. The Bank-
ing Act will check or stop this sort of thing.

We found the operation of banks through affiliates was a
dangerous, vicious thing. In dozens of ways we established the
need of separating affiliates from commercial banks. The fune-
tions of investment trusts and trading corporations are entirely
distinct and outside real banking. Commercial banks should be
and must be confined to their legitimate functions. This act
takes care of that. It may be amended to go further, as the head
of a large national bank now recommends.
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The second act passed at the last session, based largely on de-

g:l?pénsents by the committee, is known as the " Securities Act
B -"

Of course, it was to be expected that such a reformatory and
far-reaching piece of legislation would meet with a storm of
criticism by those whom it was designed to reach and restrain or
put out of business as enemies to the investing public.

The kind of recovery the majority of stock brokers have wanted
and now want is that which depends for its progress upon the
ups and downs of the market, leading to active sales such as pre-
vailed during the boom of 1929.

If this act serves as a legal safeguard against trading in and
out, it is well. (It should be understood that I distinguish clearly
between investment for income on one hand, and speculation for
gain without any performance of service on the other.)

The recovery we want is a slower and more healthy recovery—
not the result of frenzied finance for the benefit of stockbrokers
and their clerks. An increased demand for products and services,
rather than securities, is what is needed. In fact, the drain of
cash and credit resources into speculation is very largely to
blame for the inability now to produce or to buy things of use.
The country was overfed on securities prior to the crash of Octo-
ber, 1929—some good, some bad, and some indifferent. Acute in-
digestion followed. The volume of capital issues of stocks and
bonds of domestic corporations exclusive of Federal, State, and
municipal issues, reached a total of $8,002,004,000 in the peak year
of 1929. The loss to the public resulting from that unloading
would be found stupendous.

It is not to be wondered at, after the experience of 1929 and
1930, that the aggregate of such issues in the first 11 months of
1833 dropped to $145,000,000. Yet there will be no difficulty in
raising long-time funds by or for legitimate industry, guided by
honesty and put forth in good faith. As the American Banker
stated in a recent editorial, * Sound ideas, not long-time credit, is
lacking. It is not the credit funds that are scarce, but, rather,
good borrowers are lacking." An experienced banker and expert
was asked at one of our hearings what new industries were needing
long-term financing. He could not name any, though he finally
mentioned the radio industry as a possibility.

The business of underwriting securities does not look so attrac-
tive as it did to many former fiscal agents, and the reason is the
Securities Act. Some of them in the past put their selfish pur-
poses above ethics and fair dealing. Some directors of corpora-
tions pocketed their fees as recompense merely for the use of their
names, as was shown by H. L. Stuart in the Insull hearings, and
more particularly by Samuel Insull, Jr., who did not know how
many corporations he directed, but did pocket over £100,000 a year
in salaries and fees. Buch men hesitate now to bring themselves
to incur the new responsibilities imposed by the Securities Act.
They do not llke to be subjected, as the sponsors of a security
offered to investors, to fitting and proper liabilities.

This complaining about the alleged drastic provisions of the
act is unreasonable. Opponents really want to be left free to do
as they have done in the past. They overlook its exemptions and
magnify the penalties—as if the act would be worth anything
without the penalties. Their attitude proves that. They quail
at the liabilities imposed.

Directors must understand that they have certain responsibili-
ties to meet, that their duties are not merely perfunctory or for
show-window purposes. They should realize that they hold a
quasi-trust relationship to the stockholders.

If an owner sells and makes an untrue statement of a material
fact or omits to state a material fact necessary to prevent mis-
understanding, he is liable to the purchaser and may be sued
for recovery of the amount which the purchaser paid or damages
which he may have suffered, provided the owner cannot show
that he did not know and, in the exercise of reasonable care,
could not have known of such untruth or omission.

For my part, I oppose this proviso and i{f we amend this act
at all, I would insist on its going out of the act. It affords a
wide loophole for escape from all liability by reason of misrepre-
sentation of material facts.

But there is neither time nor space to discuss fully the helpful
legislation known as the “ Securities Act.” I hope the movement
to emasculate it will be defeated.

The committee has pursued the even tenor of its way without
fear or favor. It has brought to light:

1. Deplorable conditions which even those next door to them
did not know about.

2. Discreditable, unethical (not to use harsh terms) practices
which no honest man would continue or should justify.

The testimony shows, for example, that during the boom years
of 1928 and 1929, the quoted prices of securities were almost in-
credible. Testimony before this committee reveals both the why
and the how. The answer to the why is found in the enormous
profits garnered by operators in the market. The how is arrived
at by viewing the parade of pools, syndicates, trading accounts,
etc., testified to by participants called before the committee.
These individuals, working mainly under the cover of secrecy,
aided through campaigns of the most vicious type of misrepre-
sentation and misinformation and by being able to work with
other people’s money and marginal trading, manipulated the mar-
ket up and down until prices of securities reached on the ex-
change bore no discoverable relation to the value of the proper-
ties represented. The market was churned, supported, stabilized,
sagged, recovered, depressed, and revived, in the course of develop-
ing a speculative mania.
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3. Greed and selfishness in dealing with the public and even
between themselves, which actors in high finance (bankers even)
indulged in.

4, The reason confidence had already been shaken, and to a large
extent destroyed, by the abuses and performances of those con-
ducting them, in institutions heretofore looked up to almost to
the point of worship.

The committee has aroused or strengthened an enlightened pub-
lic opinion respecting the rights and the wrongs in c ate in-
vestment and activities. It has awakened an understanding of
self-interest among those financiers affected, so that a basis of
restoration of confidence and a healthy business situation can be
established and maintained; for it is evident that market places
are necessary for the transfer of securities and should be continued
for reasons involving the following points:

(a) Convenience of investors or the estates of investors.

(b) Access of industries to funds for either initial development
or expansion, or for the replacement of obsolescent elements.

(c) For standards of values when commercial banks loan on
collateral.

Therefore, the committee will justify itself before the country,
I think, in having demonstrated:

That the acts of financial crooks and racketeers must be made
known in order to safeguard legitimate investors.

That holes in existing laws, particularly in income-tax evasions,
must be plugged as soon as possible.

That there has been a * dollar diplomacy” in relation to for-
eign securities, both governmental and commercial, and that the
Department of State was shown to be dangerously near to passing
on the merits of foreign securities.

That manipulating and rigging of markets was common practice.

In due time the hearings will be printed, and I trust provision
may be made for a full index to all hearings rather than merely
a final full report, for the public should for years to come know
how they were tricked into their own expressions of greed in
speculation.

The committee will not gloss over any of the major revelations,
yet at the same time it will not defend the gambling impulses of
the millions who have influenced the expansion of the securities
markets.

[From the New York Times, Dec. 81, 1933]

LessoNs oF BANKING INQUIRY SUMMED UP BY THE CHAIRMAN—
SEnaTorR FLETCcHER HoLps It Has TAUGHT THE PuBLIC THE PIrT-
FALLS OF BSPECULATION AND INDICATED A BRoOAD PROGRAM OF
REFORM

By DuncaN U. FLETCHER, Senator from Florida

I have been asked what 2 years of investigation by the Senate
Committee on Banking and Currency has disclosed. It is difficult
to make an adequate reply in a brief article, for the hearings have
already produced more than 5,000 pages of printed report, and not
one of these pages is valueless as shedding light on stock-exchange
practices, banking, and income-tax methods.

Without assuming fo speak for the committee as a whole In re-
lation to its final report, or recommendations as to remedial legis-
lation, I can say that two valuable results have already come from
our hearings.

The first of these was the cooperation of the press in inform-
ing the public of the United States regarding the main features
of the hearings; making known that there is little if any chance
for the public against inside manipulations of pools, syndicates,
voting frusts, investments trusts, ete.

The second valuable feature comes from Federal legislation grow-
ing out of the hearings during their progress. The Securities Act
of 1933 and the Banking Act of 1933 were both related to our
hearings. Both may need strengthening, but neither should be
weakened; for all evidence points to greater rather than less
supervision as being necessary.

A WARNING TO MILLIONS

An invaluable influence of our hearings yet remains to be
brought forth; for the outstanding features of our final report must
necessarily serve as a warning to the millions of the United States
who have been inclined to stock-market speculation and who have
lost billions of their resources thereby.

We shall be able to show that the average person, remote from
stock exchanges, has not one chance in a hundred to make profit
in the long run from speculation. A witness made this statement
in one of our hearings:

“1 do not think as a rule people get right down to the funda-
mentals of markets. The best definition that I know of what
makes a bull market and a bear market is given in a book by
Walter Bagehot, who was, as you know, governor of the Bank of
England and wrote Lombard Street: *When a lot of very stupid
money gets into the hands of a lot of very stupid people, you are
going to have inflation and speculation and boom; and when a
lot of very foolish people have spent a lot of very foolish money,
you are going to have deflation, depreciation, and panic.’”

BLAINE ON SPECULATION

Senator Braing, In one of our hearings, quoted President Hoover
on speculative fevers as follows: " In such cases 99 percent of the
capital raised comes from persons who buy shares, not on any
knowledge of the enterprise beyond its market nickname but
because of the fullness of hope that they may resell the shares to
some other outsider on the following morning at a higher price.”




1934

Furthermore, we shall be able to show that stockbrokers, as a
whole, are interested scarcely at all in forms of permanent invest-
ment, but are chiefly interested in stirring up market activities—
in and out, buying and selling, lifting and depressing prices, etc.—
s0 as to secure fees or commissions for buying and selling.

We shall also be able to show that the public mind has been in-
fluenced in the past few years by "“old counselors” (see Halsey,
Stuart & Co. testimony), by college professors, by creditable and
discreditable periodicals, and by tipster sheets, market circulars,
etc., seeking to persuade the public away from permanent in-
vestment in bonds to speculation in stocks. Between January 1
and December 31, 1929, 1,124,990980 shares were traded in the
New York Stock Exchange at an estimated gross result in commis-
slons of $191,248,553. Commissions on bonds during the same
period were estimated at §7,550,000.

We shall also be able to show that through new financial de-
vices the investor himself has been pushed further and further
away from any voice or control in some of the larger corporations,
through voting trusts, pyramiding corporations on corporations,
and investment trusts. In this direction nothing quite so dis-
turbing was shown as the intercorporate holdings of the Insull
group; Samuel Insull, H. L. Stuart, and Samuel Insull, Jr., being
voting trustees for the securities of corporations in many parts of
the United States, running up to several hundred millions of
dollars, all under one control or contributing to that control.

Just to name a few will refresh the public mind: The Corpora-
tion Securities Co. of Chicago, Insull Utility Investments, Inc.;
Public Service Trust, Public Service Subsidiary Corporation, Util-
ities Securities Co. There were dozens of others, including Insull,
Son & Co., Inc.

BANKING AFFILIATES

In connection with our justifiable denunciations of such fi-
nancial schemes and methods we shall mention as fully as neces-
sary the banking affiliates whose operations by the same set of
officers, in control of the banks and of the affiliates, handled, con-
trary to the interest of the public, the public's funds for specula-
tion in definite stocks, including in some cases the stock of the
banks themselves, regardless of the interest of the bank's stock-
holders or depositors.

The testimony of Charles E. Mitchell, as chairman of the board
of the National City Bank, was a scandalous page in the history
of positions of financial trust. The testimony of Alfred H. Wiggin
as to his relations with the Chase National Bank and its affiliate
was equally shocking.

Promotion schemes show in some cases a purely artificial set-up,
the expenses or profits of which the investing as well as the specu-
lative public pay for. The testimony of Dillon, Read & Co., and
others, for instance, regarding the handling of foreign and general
securities, showed such operations as these: Purchasing syndi-
cates, distributive syndicates, trading accounts, and direct retail-
ing to individuals, so that the purchaser under pressure of the
market has pald profits on methods that have no relation at all
to the intrinsic value of the securities he buys.

THE VAN SWERINGENS

For testimony along such lines the public should read of the
Alleghany Corporation as floated by the Van Sweringens through
J. P. Morgan & Co.; the Pennroad Corporation as floated through
Euhn, Loeb & Co. This method of piling up costs was particu-
larly shown in the floating of foreign securities, which leads me
to refer to the stupid, I might say, astounding testimony of Don-
ald Durant, who represented Lee, Higginson & Co. in marketing
the Kreuger-Toll securities. He testified that he was the one
American director and that he never attended a directors meet-
ing in conneciion with that £50,000,000 flotation, or at any time.

One of the worst defects of stock-exchange activities was shown
up in certain cases where the securities of corporations continued
to be traded in by stockbrokers for purchasers after the corpora-
tion itself had gone into a receivership or become bankrupt,

This cautionary word is, however, necessary in advance of our
final report: There are in the United States several hundred
thousand legally chartered corporations—403,178 submitted bal-
ance sheets for 1930 to the Treasury Department in connection
with their income-tax returns. Their capital stock represented
$106,184.000,000.

Possibly not more than 3,000 of these corporations are listaed in
stock-exchange activities of the United States. The vast majority
of them are represented by local interests, where the investor can
see his property and knows personally the men or group of men
responsible for administering that property. If I were for a mo-
ment to indicate that the reasons for individual confidence in
other individuals have ceased to be justified in the United
States, I should be foretelling Nation-wide disaster and the end
of our form of civilization built on mutual trust.

'I;hrt:se things are certainly indicated, as related to the final
report:

1. There is need for a method to make accessible to the invest-
ing public everywhere Ifrequent reports on corporate activities.
Such a change cannot be brought about effectively except through
Federal action; for corporations are artificial beings created by
States, and there is no uniform law of incorporation or of con-
trol in the 48 States and the District of Coiumpia.

AN OVERSEAS EXAMPLE

The British Companies Act deserves our earnest consideration
as effecting corporate morality. In England every corporation is
under the control of the Government from its inception to its
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end. Hence our Securities Act cannot in every detall follow the
British Companies Act.

2. Pitiless publicity should surround the operations of syndi-
cates, pools, ete., if such methods of affecting the market continue
at all, The hearings showed no public value to any such scheme.
The real interest of the stock exchange iIs involved in this
question.

8. Through the cooperation of all exchanges, buying on margin,
If continued at all, should be continued under strict control, so as
to prevent mere gambling and the massing of depositors’ moneys
from over the Nation in the form of brokers' loans. In September
1929 brokers’ loans in New York were $8,500,000,000; in November
1929 they wers $4,000,000,000.

4. Corporations should be strictly held to the specific purposes
for which they were created.

5. Directors should be compelled to direct; for they are quasi-
trustees and represent the morality required of a trusteeship. As
recommended by Mr. Aldrich, officers of a bank should be required
to disclose all their personal loans above a nominal amount to
the board of the bank, Officers of the bank should be prohibited
from participating, directly or indirectly, through dummies or
otherwise, in syndicates, trading accounts, and pools. Officers
should be compelled to disclose to their boards all their outside
business and financial transactions. They should not be permitted
to use the bank to favor outside interests.

No officer should be permitted to occupy the position of serving
two masters. ;

No man should be allowed to appeal to the public to buy secu-
rities about which he is unwilling to tell the truth.

PRICES AND VALUES

Assuming that this brief statement regarding the hearings be-
fore the Senate Committee on Banking and Currency will be read
by several hundred thousand people, it seems to me very appro-
priate to invite the sober-minded people of the United States to
recognize the difference between prices and values. Our hearings—
as the public is well aware—have shown that prices of securities
other than bonds rose to a ridiculous height in 1829.

In fact, so ridiculous was the speculative fever that stocks with
no par value and with no dividends in sight or promised or de-
clared went up to $150 or more. The shares of Insull Utility In-
vestments, Inc., were just such a type, reaching $149, and the
testimony of H. L. Stuart, of Halsey, Stuart & Co., was that the
public would have taken vastly more Insull securities than were
offered because they believed in Samuel Insull and were hypnotized
by his financial empire.

To carry the thought further, various constituent-operating
utilities in the Insull set-up were then and still are earners of
dividends, and hence have value. This is true of every well-
founded, well-managed corporation in supplying the needs of the
consuming public. Therefore the prices reached in a bull market—
a market constantly rising higher and higher—do not affect perma-
nent values one way or the other, and hence sensible people of the
United States must cease watching speculative stock prices every
morning to know if America is prosperous, or recovering, or
what not.

FALL IN STOCK VALUES

In September 1929 the stocks listed on the New York Stock Ex-
change had a quoted market price of £97,000,000,000. In May 1932
the same stocks had a quoted market price of $14,000,000,000.
While the shrinkage of $83,000,000,000 represented losses to specu-
lators that had appalling effects on public confidence, nevertheless
the quoted price in May 1932 was no statement of genuine values

If the millions become familiar with the teachings involved in
our final report, the influence of these hearings will extend for
years and stop foolish people from slaving and tolling in order to
save up for speculation. The same infiuences of the press that
have made the hearings familiar to the public will be counted
upon by the committee when its report is submitted to the Sev-
enty-third Congress,

But when all is sald as to what might be done or should be
done, this important fact remains—mo rules, regulations, laws,
restrictions, or whatnot can prevent a man from being a fool
or a knave if he chooses to be a fool or a knavs,

[From the New York World Telegram, Jan. 8, 1934]
THE WHOLE STORY

President Roosevelt, In his message, pald high tribute to the
banking and stock-market investigation of the Fletcher Senate
committee by his blistering condemnation of the financial rack-
eteerlng thus far disclosed.

They call, the President declared, on the strong arm of the
Government for their immediate suppression; they call also on
the country for an aroused public opinion. He asked for strin-
gent preventive or regulatory measures.

The country has been aroused. So has Congress. They should
be kept aroused until Congress has legislated wisely, effectively,
and thoroughly., To accomplish these objectives the Fletcher
committee should continue until the whole story is laid on the
record. Much has been told. But much rémains to be told.

President Roosevelt's denunciation of reckless speculators was
even stronger in his message to Congress than in his inauguration
address when he stirred the country by his pledge to “drive the
money changers from the temple.” That Is easy to understand.

He and the country have learned many bitter facts since—how
Albert H. Wiggin attempted to use the world's largest bank for
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his own speculations; how Wiggin and other so-called “ giants of
the boom era " alternately puffed and deflated the market at their
will to reap fortunes at the expense of the unwary and uniniti-
ated; how Clarence Dillon got control of millions of other peo-
ple’s money by shoe-string investments; how a group of banks in
Detroit were ruined by fancy promotion and thus set off the ex-
plosion which rocked the Nation; how the House of Morgan
extends its financial control into the lives of nearly every citizen.

This is not the whole story. Chairman FLETCHER, who has
promised “to go the limit ", is prepared to get it all. The vet-
eran legislator resisted successfully those who sought to stop the
inguiry a few months ago. He deserves the support of the coun-
try for his faithful public service and his determination to
complete the job.

The lamb in the 1929 crash wants to know how the New York
Stock Exchange operated in those high-flying days—and why.
The Senate committee next will address itself to this task.

The Fletcher committee's inquiry perhaps has shocked none
more than honest bankers. As evidence of gullty consciences in
high financial circles, they have seen shake-ups in command of
the Nation's big banking institutions. These honest bankers want
the whole story, too, for it affects their business.

THE NEGRO AND THE N.R.A.—ADDRESS BY JAMES J. HOEY

Mr. COPELAND. Mr. President, I ask unanimous consent
to have printed in the Recorp a radio address delivered by
Hon. James J. Hoey, United States collector of internal reve-
nue at New York City, on Sunday, December 31, 1933, on the
subject of the Negro and the N.R.A.

There being no objection, the address was ordered to be
printed in the Recorp, as follows:

It is indeed a privilege to participate in this joint discussion
concerning the welfare of the Negro on the subject of * The
Negro and the N.R.A." I feel particularly honored that I have
been chosen as the first speaker to open the subject which I am
sure our listeners-in will regard as a very important national
question. I say national, because the grave problems confront-
ing the Negro are not so much racizl as they are interracial. This
problem, affecting the lives and destinies of 12,000,000 American
citizens, is both national in its scope and consequences and
deserves the interest and cooperation of all Americans.

May I at this time be permitted to say as a former member of
the State legislature and one who has been in close touch with
State and city problems for many years, that I have acquired
an interest and knowledge of the many social, industrial, and
economic problems of the Negro. For more than 30 years I have
had an intimate acquaintance with the many colored citizens in
this part of the country and am familiar with the many under-
takings launched in the interest of the Negro. May I say, in a
word, that I have both a sympathetic attitude and an understand-
ing interest.

I realize that the Negro is confronted with a host of problems
which concern and affect the progress and the future of the race,
and yet it seems to me that the most serlous and far-reaching
problem, one which demands an early solution, is that of occu-
pational opportunity and employment. The field for vocational
opportunity for the Negro who is equipped with a higher education
and the cpportunities for employment in the various frades and
industries are distressingly limited and restricted. While this
problem dates back to the time of the Emancipation Proclama-
tion, it has become infinitely more serious during our present
economic depression.

Some months ago I made an Investigation of the unemployment
problem among our Negro citizens In Harlem and was alarmed to
find that the unemployment of the Negroes in our own city is more
than 60 percent. Incidentally, I am informed that in some cities
it is as high as 90 percent. I have learned that wherever there is
a condition of unemployment the Negro is the first to be fired,
and as conditions improve he is the last to be rehired. I find that
this condition is Nation-wide; that Negroes as a group are the
greatest sufferers In the depression and do not receive the benefits
of employment under the N.R.A. In fact, the minimum-wage

rovision of the N.R.A. operates to the distinct disadvantage of the

0.

e]g’;r example, where an employer had a Negro elevator operator
at 810 a week, finding himself forced by law to pay a um
wage of 815 weekly, he fires the colored man and hires a white
man to take his place. I realize that this condition could not
have been foreseen during the enactment of the law, and yet
the fact remains that the National Industrial Recovery Act up
to the present time has been of no advantage to the Negro.
That is all the more reason why some other steps should be taken
to help the Negro.

At the present time, the number of vocational and occupa-
tional opportunities for the thoroughly qualified Negro is so
limited that we find the Negro college graduates are forced to
accept employment in the most menial capacities, as porters,
cleaners, and elevator operators, and yet tens of thousands of
our Negro youths are today attending colleges with high hopes
of the future but with little chance of being able to utilize thelr
education in their chosen field of endeavor.

How many of my listeners realize the very high percentage of
Negroes, with one or more college degrees, to be found among
the porters hand luggage in many of our large ter-
minals? These men are ambitious and industrious, and, of course,
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would vastly prefer to make use of their education, but they are
compelled to accept whatever employment is open to them. For
one I deplore the injustice of this situation. Indeed there is
something fundamentally wrong when the employers of America
are not aware of the justice and necessity of opening the doors
of opportunity so as to provide new fields of employment and of
lncreaslng the number of Negro employees.

While I am in favor of higher education for the properly quali-
fied youth of every race in America, I feel that the most im-
portant problem for those individuals, associations, and founda-
tions interested in the future of the Negro is this question of
opportunity. These associations should, for the time being at
least, suspend their Interest in higher education and devote their
efforts principally to the task of creating wider opportunities of
endeavor and employment for the Negro, and impress upon the
employers of America the necessity of giving the colored race a
just and proportionate share in the opportunities of employment.
I feel that the Negro youth, before he makes the sacrifice in-
volved in seeking a higher education, should be made aware of
the fact that only rarely do the Negro graduates of our colleges
find their proper place in business or in the professions for which
they are so well equipped.

I am not advocating that the Negro group be restricted to the
various trades and industries. They are, they should, and they
will continue to achieve high places in the arts and professions.
But I insist that something is wrong when we find that the
greatest endeavor is made to provide higher education for the
more talented minority and at the same time comparatively little
is being done to encourage and assist the great majority in secur-
ing education and training In the trades, industry, and agricul-
ture. Furthermore, almost no effort, commensurate with the great
need, is made to augment and increase the number of occupations
available to the Negro employees. Up to now no adequate appeal
has been made urging the employers of America to employ a just
and fair proportion of Negroes, both in clerical positions and in
the ranks of skilled and unskilled labor.

It is not necessary for one to pose as an authority on the
question of the Negro in agriculture, in order to maintain that
if there were more Negroes with proper and adequate agricultural
training there would be fewer poverty-ridden Negro tenant-
farmers and more successful farm owners, and a higher rate of
wage for Negro farm hands in the rural sections of the country.
Also, there would be less racial despair and more hope and con-
tentment, as well as an improvement in the standards of living.

Although this may be called good economics and sound sense,
it is essentially a question of opportunity and justice. As has
been well said by a leading sociologist—

“Nothing is so dangerous for a country as when a considerable
number of men come up against a wall of despair of their future
progress. Next to that is the danger when any considerable num-
ber of men get the idea that there is no opportunity. On the
other hand, nothing makes a man work and strive like the open
door of opporunity. The chance or the hope of improving one's
conditions is a tonic to anyone to work and serve. The importance
o{) I;h.e idea of opportunity in American citizenship must be
obvious.”

I suggest that the various philanthropie groups, institutions, and
educational foundations, such as the Carnegie Foundation, the
Rockefeller Foundation, and the Phelps-Stokes Fund, investigate
this great problem. They should make a survey to determine all
the facts and publish their findings and recommendations. There-
after they should lead an extensive campaign of education among
the employers and industrial leaders of America to the end that
the neglected Negro majority may, in greater numbers, secure the
essential opportunity of employment and livelihood and the chance
of promotions and advancement, each in his own field of occupation.

In conclusion let me say that such a program carried to a suc-
cessful completion would prove the greatest single achievement in
raclal justice for the Negroes in America since the Emancipation
Proclamation of the Great Liberator, Abraham Lincoln.

ESSENTIAL UNEMPLOYMENT LEGISLATION

Mr. FRAZIER. Mr. President, I ask unanimous consent
to have printed in the REcorp some speeches made at a con-
ference on essential unemployment legislation, called by the
Joint Committee on Unemployment and held in Washington,
December 9, of last year.

There being no objection, the speeches were ordered to be
printed in the Recorp, as follows:

PROGRAM FOR NATIONAL ASSISTANCE

(By H. L. Lurie, Director, Bureau of Jewish Soclal Research,
New York City)

The necessity for relief of the unemployed is an acknowledg-
ment of our failure to organize our economic life with intelligence
and to provide opportunities for productive effort on the part of
the total laboring population. An acceptance of this basic fact
is fundamental to planning unemployment relief. Hastily con-
celved and executed emergency relief measures may be necessary
as expedients to alleviate suffering and to avold economic col-
lapse. These plans should be judged, however, on the basis of
the contribution which they make to an intelligent and socially
desirable organization of economic affairs and public welfare.
To continue on the assumpticn that all measures are of an
emergency and temporary nature is exceedingly fatuous. We
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must grasp the realistic fact that we are engaged in a process
of tion of public welfare as well as of economic affairs,
and thet in the emergency relief measures we are laying the
groundwork for our continuing social and welfare policies.

It needs to be emphasized that the United States does not
possess an adequate system of public welfare and rellef. What
we have instead is an antiquated and haphazard aggregation of
poor-relief services which represent, in general, an unsatisfactory
and socially inadequate method of dealing with the problems of
individual and family need. [ This traditional system of local poor
relief presenting wide variations in the administrative practice and
in standards of welfare has been modified in some sections of the
country by more recent developments of special relief for cepend-
ent mothers, the aged, and other classes of dependents. There
has also been in recent years some improvement in administration
of local rellief, but for the most part the basic character of poor
relief remains unchanged. ) Destitute individuals and their families
who become the recipients of aid are treated though they were
primarily personal failures and incompetents. | Institutional care
typified by the almshouse still remains the basic approach of public
poor relief in too large an area in this country, although in recent
years there has been considerable extension of the method of
home relief in the larger urban centers, ) Infrequently is there an
attempt to provide assistance which measures up to a decent
standard of living. Relief in most instances follows the pernicious
doctrine of “less eligibility " inherited from previous generations.
This means that the relief authorities do not endeavor to provide
for the needs of individuals except upon the most minimum and
nigeardly basis of assistance which is insufficient in many instances
to provide even the bare essentials for physical survival. This in-
adequacy i5 as frequently a matter of social philosophy as of
financial limitation. While some of the gualitative aspects of poor
relief have been improved and humanized by the activities of
voluntary egencies, the effect upon poor relief in general has not
been extensive.

In discussing the national program of relief for the unemployed,
we must not lose sight of the fact that the systems of relief upon
which it is being grafted are essentially haphazard and inadequate
In character and based upon the outworn concepts of the indi-
vidual's responsibility for his own poverty, the theory of less
eligibility and of unrestricted ald. It is this system of poor relief
which under pressure of the crisis assumed some degree of respon-
sibility for the millions of destifute unemployed and their famil-
ies as well as for an increased number of other classes of de-
pendents who were forced to resort to such means for main-

g life.

The preceding session of Congress authorized and the various

administrative units established by President Roosevelt are de-
veloping a program of unemployment relief which may be said to
mark a constructive advance in the history of poor relief in the
United States. The program began with grants of Federal money
to States for their unemployment-relief activities. As compared
.with the loans or advances to States under the Reconsiruction
Finance Corporation, which had been the reluctant contribution
of the previous administration to the problems of unemployment
relief, the present measure constituted at least a realistic accept-
ance cof Government obligation to provide resources for relief
purposes. Essentially, however, the new program of Federal aid
was a bolstering by the National Government of the antiquated
local poor-relief systems which had reached the breaking point in
many localities owing to the unavalilability or exhaustion of local
and State funds. There was, however, the recognition that with-
out discarding the century-old system of local responsibility the
Federal Government had a real obligation to provide funds dur-
ing a period of economic stringency.

The reports of the Federal Emergency Relief Administration
estimate that in March 1933 the peak load of relief was attained
with a total of 4,560,000 families in the United States receiving
unemployment relief from public funds. Including single resi-
dent individuals and recipients of mothers’ aid and old-age relief
approximately 20,000,000 individual persons, one sixth of the total
population eof the United States, were being assisted. Based upen
reports to the United States Children’s Bureau from a representa-
tive number of citles, the average monthly relief per family in
the industrial centers has been approximately $20 a month. There
have been considerable variations in relief standards, and in many
sections of the country families on relief this year have been
receiving as little as from $6 to $10 a month for all forms of relief.
Social-work experience offers ample evidence that low relief costs
mean inadequate food budgets, lack of provision for shelter, non-
payment of rents, failure to provide clothing, medical supplies, fuel,
and other essentials. Even If we were to assume that relief is
being given to many families who have some additional limited
income from other sources, it is doubtful whether the average ex-
penditures of the 20,000,000 persons assisted in the United States
in March 1933 can be estimated as having amounted to more than
40 percent of the previous expenditures of these families. We
know too well that the standard of living which they are experi-
encing is similarly deficient.

It is to the credit of the Federal Emergency Relief Administra-
tion that from its inception it has helped to raise the level of
relief standards through more generous appropriation, and that it
has attempted to set forth minimum standards of relief, which in
many States exceed the level previously attained in these locali-
ties. The FER.A. has also been concerned with the problems
of special classes of the unemployed, with the standards of relief

LXXVIOIT—28

CONGRESSIONAL RECORD—SENATE

433

administration, and has developed a program for the transient
and homeless group. Through a slow and gradual process it is
conceivable that the Federal Emergency Relief Administration as
originally planned might have succeceded in improving the ma-
chinery of local poor relief and of raising the standards of ade-
quacy and of administration in unemployment relief programs.
Although progress has been made in a number of States, it cannot
be said that standards of relief for the country as a whole at this
time approach the level of minimum adequacy, There is still a
long way to go in reaching a decent standard of relief and method
of relief administration in a majority of the States. It is to the
further credit of the administration, however, that it has not
been satisfied with merely continuing the local relief programs
based upon an antiquated theory of public assistance, including
the makeshift programs of work relief. Within recent months
more construction measures have been put into operation which
indicate a tendency for progressive action in dealing with the
problems of unemployment relief.

In the program of the Civilian Conservation Corps some progress
was made in divoreing young members of families from the waste-
ful system of idleness and dependency which poor relief encour-
ages. Conceived as an emergency measure, it is becoming obvious
that changes and extensions of the program need to be made if it
is to be continued indefinitely as a measure of Federal employ-
ment. The project is employing approximately 310,000 young men
on a type of work which can be considered as preparing for future
vocational opportunities for only a small fraction of the group.
It is important, therefore, that the period of voluntary enlistment
in the Civilian Conservation Corps be used for furthering educa-
tional and vocational experience. An attempt should be made to
integrate the pr of the Civillan Conservation Corps with the
projects for public works, with the aim of supplying vocational
experience leading to employment in skilled construction trades
and to industrial opportunities. Diversified trade and occupa-
tional training would similarly be helpful for selected groups.

Another development in Federal relief has been the organization
of the Surplus Relief Corporation for the distribution of surplus
agricultural products to the unemployed and other dependent
groups. This program may be said to be a crude but nevertheless
a realistic attempt to resclve the paradox of destitution in the
midst of plenty. Whatever may be said for the project from the
point of view of economics, for example, that it is an attempt to
create an illusion whereby a part of what has been produced
by agriculture is supposed to be absorbed or to disappear, thus
leading to the enrichment of the producers, this attempt to dis-
tribute surplus psoducts among the unemployed is admittedly a
more intelligent and socialized procedure than the expedients of
plowing under, burning, dumping, and other methods of destruc-
tion which have been resorted fo. One disadvantage of the sur-
plus-relief plan, from the point of view of unemployment-relief
programs, is that in some parts of the country, where cash relief
has been the method of assistance, a less desirable method of relief
distribution is being introduced. Instead of treating the unem-
ployed as normal purchasers and consumers entitled to some lati-
tude and personal judgment in the use of relief funds, the food-
distribution plan makes them more definitely wards of the State,
which determines their consumption habits. Where the commis-
sary method of distribution of relief is already in existence, no
radical change in method is introduced by the surplus-relief plan.
Aside from disadvantages as a method of relief distribution, it
must be acknowledged that the addifional items of pork, peanut
butter, dried fruit, etc., add to the limited dietary and inadequate
food allowances of relief recipients.

Social workers regard with enthusiasm the program of the Civil
Works Administration, which is now progressing rapidly. In this
project we have a more modern and satisfactory plan of dealing
with the millions of normal workers who have been made jobless
by the depression. The Civil Works Administration is attempting
to transfer 2,000,000 of unemployed from the status of relief
clients recelving a meager dole, directly or on the basis of * made
work ", to the status of independent workers for whom the Nation
is establishing normal and productive work on public projects.
In addition, an equal number of work opportunities are being made
available to unemployed persons not on relief, which means work
opportunities for the jobless who have not yet reached the point
of destitution, which makes them eligible for charitable assist-
ance., Through civil works the test of destitution as the basis of
eligibility for unemployment assistance has been eliminated, a
rate of wages approximating the normal wage rate for skilled and
semiskilled effort has been established, and the unemployed whom
it serves are freed from the restraints of supervision and tutelage.
Thus at one step the Federal Government is virtually repealing
the theory of poor relief with its pernici doctrine of destitution
and of less eligibility of the indigent.( No longer is the unem-
ployed man or woman looked upon as an instance of personal
maladjustment, but as a jobless worker for whom the Nation has
accepted an obligation to provide an _opportunity resembling
normal and remunerative employment.

The plan of the Civil Works Administretion has been announced
as a temporary measure. We urge this Conference on Unemploy=
ment Legislation to insist upon the plan of Civil Works Admin-
istration being continued as a permanent measure of unem-
ployment relief so long as private industry and public works
combined are unable to absorb the entire potential labor power of
the Nation. It has been estimated that the funds that have been
made available will be exhausted by March 1. It is inconceivable
that the entire surplus labor of the Nation, which may be esti-
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mated at this time as between 8,000,000 and 11,000,000 persons,
will have been normally absorbed by the various developments of
the recovery program within the next year. It is difficult to esti-
mate the cost of continuing the civil-works program, but unless

"there is a rapid reduction in the ranks of the jobless, at least
" §£200,000,000 a month might be required for the year 1934,

Whatever may be said in criticism of the Civil Works Adminis-
tration, of shortcomings in the effectiveness and utility of the

| projects or of inadequacies in methods of selection and adminis-

tration, the plan itself is esszntially desirable and progressive so
long as more radical measures of economic organization are not
placed in eflect, The defects of the civil-works plan, largely due
to the rapidity with which it has been placed in operation, can be
eliminated in time and improvements made in the nature of the
projects, their social utility and efiiciency, and in the methods of
administration. The civil-works plan should be permanently
retained as an auxiliary method of unemployment relief. It need
not interfere with a desirable development and enlargement of

e public-works program.
Eﬂmthw.gh of outstanding importance, the Civil Works Adminis-
tion iIs concerned with only a part of the relief and social wel-

 fare needs related to poverty and unemployment in which the

responsibility and the participation of the Federal Government
are required. ) The demoralizing effect of the depression itself has

i tended to inérease the number of unemployable and partially em-

- ployable for whom continued relief measures and constructive

Iquate provisions for health and

programs for treatment are essential. The present load of the
public-relief agencies, depending in many localities largely or en-
tirely upon Federal funds, contains many aged and superannuated
individuals, heads of families incapacitated by illness and chronic
disease, and broken families due to death, desertion, and hospital-
ization of wage earners, dependent children, and others for whom
there is needed a program of public assistance more desirable
than those now available under various forms of poor relief. It is
impossible to draw a sharp dividing line between those in need
because of unemployment and those suflering from other condi-
tions leading to economic insecurity,

The customary programs of relief and social service which deal
with the various classes of dependents and other social needs of
the community have been greatly attenuated and in some in-
stances have broken down. It has been generally acknowledged
that private philanthropy was inadequate for organizing a pro-
gram of relief for unemployment; it is similarly inadequate to
deal with the large problems of poverty and dependency which
are the casualties of our economic life. To some extent the abil-
ity of States and municipalities to provide for yarious dependent
groups and to continue satisfactory public-welfare programs for
education, hospital care, health and recreation has been affected
by the dwindling of local and State resources intensified by the
fact that under Federal policy and stimulation local and State
resources are being diverted to the emergency program for unem-
ployment relief. The Federal Government has demonstrated that
of all governmental agencies it alone has the power to regulate
economic affairs and the authority to divert national income for
social-welfare purposes. It is desirable, therefore, that the prin-
ciple of Federal responsibility be extended to assure to every fam-
{ly and every individual a minimum of economic security, irre-
spective of the ability of the labor market to absorb him or his
own ability to become an effective participant in production.

It is important also that we recognize that an adequate pro-
gram of unemployment rellef should seek to repair the ravages
to social institutions and public welfare which the depression
bhas caused. We should not for a moment overlock the fact that
we have reached an economy of surplus and that adequate re-
sources are available in this country for a high standard of
social well-being. We should, therefore, not be content with
presenting a minimum program of relief assistance but should
urge a maximum program of social reconstruction, restoring to
the country the standards of living and culture which we had
previously attained. For this reason the effect upon our educa-
tional institutions should be included in those matters of con-
cern to the national recovery program. The Federal Government
must accept the responsibility of restoring and maintaining our
educational system. Included in educational problems there is
the particular problem of provision for higher education, par-
ticularly for the youth above the age of 16, endowed with capacity
for intellectual achievement. If Is making use of our human
resources to consign gifted youth to the status of jobless, un-
skilled labor, and blind-alley occupations. The Federal Govern-
ment should be urged to subsidize State universities by providing
educational scholarships for tuition and maintenance of qualified
youth whose intellectual capacity makes them potential assets of a
high order to the welfare of the Nation. Such a program would
supplement the Civillan Conservation Corps and be available to
those who qualify on the basis of merit and educational
preparation.

To achieve these objectives there should be developed a pro-
gram of national assistance as the keystone for State and local
program of public welfare. Pending the establishment of ade-
gquate pension and insurance plans the Federal Government should
subsidize and set standards for the adeguate relief of various
classes of dependents, including widows, dependent children, aged,
and incapacitated. Relief funds of the Federal Emergency Relief
Administration should be made avallable to the various Btates
for these purposes.

The Federal relief plan should seek, in cooperation with States
and municipalities, to provide sufficient funds to assure decent
standards of living for all classes of dependents, including ade-

medical care, and should aid in
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the setting up of adequate organization and administration of
State and local public-welfare programs.

We recommend, therefore, as a logical development of the Fed-
eral Relief Administration and related Federal projects,
the establishment of a national department of public welfare to
include the following functions:

First. Assurance of normal employment on governmental proj-
ects for the entire labor surplus (continuance of programs of Civil
Works Administration and the Public Works Administration).

Second. Federal participation and subsidies for the rellef, pen-
sions, and service programs in the various States for mothers' ald,
the aged, and disabled workers.

Third. Federal aid to programs for the care of dependent
children.

Fourth. Federal aid to States and municipalities for development
of services of hospital and medical care.

Fifth. Federal aid to States for programs of care of physical and
mental defectives.

Sixth. Federal aid to education including maintenance scholar-

ips for those qualified for higher education.

PUBLIC WORKS

(By M. H. Hedges, Director of Research, International Brotherhood
of Electrical Workers) :

“Public works as an avenue to recovery has not been tried In
the United States. It Is not being tried today, but may be by
next spring when the full impact of the present program of
building may get into full swing. As an unemployment-relief
measure, public works has been a godsend to union people
throughout the Unifed States during the last year and before.
The International Brotherhood of Electrical Workers has positive
evidence of where local unions have been saved by public-works
jobs in their communities ", said Mr. M. H. Hedges, research direc-
tor, International Brotherhood of Electrical Workers.

Mr. Hedges went on to give figures to show the actual expendi-
tures in the public-works program in the United States for the
last 10 years. He also presented figures, well authenticated, to
show for every billion dollars of construction spent by the Gov-
ernment, 200,000 building-trades workers were put to work, and
400,000 workers in cognate industries were given additional em-
ployment. He touched the question of how to energize capital
goods industries other than by reducing wages, and explained the
relationship of the building-trades unions to the public-works
organization of the Government. He said this was on the whole
satisfactory.

He predicted the public works and other collectivistic programs
of the Government will, and must become, a continuous process
during the next 10 years.

PUBLIC HOUSING

(By Frederick L. Ackerman, Consultant, Housing Division, Public
Works Administration)

Since the announcement of the incorporation of the Public
Works Emergency Housing Corporation many questions have been
asked as to how it will function.

The Public Works Administration will continue to loan on slum-
clearance operations and low-cash housing projects sponsored by
public bodies and limited dividend corporations. It is the inten-
tion of the administration to undertake the work through the
Emergency Housing Corporation only upon invitation from local
officials or groups of representative citizens or civic organizations—
where the Housing Corporation initiates, local group and agencies
will be utilized to the fullest extent possible in the acquisition
of sites, design, construction, and operation of the projects.

By confining the work of the Emergency Housing Corporation,
at the present time, to the clearance of slum dwellings and the
production of a like number of low-cost units, limited as to
rentals and restricted as to occupancy to the low-income group,
the administration can stimulate one of the basic industries and
provide like or more employment for the sums expended.

(By Dr. Sidney E. Goldstein, of the Free Synagogue, New York,
chairman the executive committee, at the conference of joint
committee on unemployment, Saturday, Dec. 9, 1933, Washing-
ton, D.C.)

The Joint Committee on Unemployment has assemhbled in Wash-
ington to consider legislation that is now essential in our national
life. Three years ago this committee, composed of 17 national
organizations, presented to Congress and the President a 5-point
program, Our program called for Federal relief, unemployment
insurance, limitation of the hours of labor without decrease in
wages, elimination of children and the aged from industry, and
construction work that would include housing on a national scale
subsidized and controlled by the Government. Four items of this
program have been incorporated in the codes and the President's
plan for recovery, but not to the extent that we have advocated.

We believe that the relief must be more adequate; that the
hours of labor must be reduced to 30 per week; that the minimum
wage must be sufficlently high to assure a decent standard of
living for every family; that unemployment insurance must be
included as a part of the national program; that child labor must
be ended through an amendment to the Constitution; and that
the construction program must be advanced with greater speed
and our cities rebuilt, the disgrace of the slums removed, and
suitable homes provided for the working classes. We believe also
that the right to labor is one of the fundamental rights of man,
& right just as fundamental as the right to life or liberty or the
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leisure in which to develop our powers and personalities. But the
most urgent and acute problem that the Nation faces today in our
judgment is summed up in the question that is central to the
conference: How can we restore cur purchasing power to the mass
of workers in America?

Every layman as well as every economist understands that un-
less the great mass of workers possesses purchasing power it can-
not buy; if the workers cannot buy, merchants cannot sell; if
merchants cannot sell, farmers and manufacturers cannot engage
in production. The trouble today is not that we lack purchasing
power and income in the country. The total national income in
the country and the total national purchasing power, even in these
days of doubt, is large enough to maintain every individual and
every family in the United States upon a decent and self-respect-
ing level of life, The trouble is not in the total amount of our
national income, but is found in the fact that the income of our
country is inequitably and unjustly distributed. The result is
that a large percentage of our people has too little, and a small
percentage of the people has too much. One of the causes, per-
haps the chief cause, of the economic catastrophe is that the pur-
chasing power in America was drained out of the mass and stored
up in reservoirs controiled by a few.

For a normal economic life we must have four or five economic
elements. We must have material, we must have machines, we
must have men, we must have markets, and we must have money.
All these elements we possess today. Material we have in abund-
ance more than we need; machinery we have in excess, much of
it rusting in idleness; men we have to the number of 10 million
in the armies of the unemployed; markets we have, both at home
and abroad; and money we also have. But the money that we need
and without which all the other elements cannot operate 1s
dammed up in vaults and controlled by the temporary masters
of our economic organization. As long as these masters remain
in control there can be no redistribution in accordance with the
principles of equity and justice.

The naticnal income, we must recognize, cannot be redistrib-
uted through an increase in credit power. Credit power at the
top does not filter down into purchasing power at the bottom.
The inccme of the country, we must also acknowledge, cannot be
redistributed through an increase in prices. Prices always advance
faster than wages. Every increase in price means an increase In
the cest of living and a consequent decrease in wages and the
purchasing power of the people. There is only one way in which
the national income can be justly and equitably distributed, and
that is through a limitation upon the amount that each man
may retain from year to year. The limitation upon income must
be made upward as well as downward. There is a point below
which no wage should fall as a matter of decency and justice,
and there is also a point above which no income should rise, also
as a matter of social justice and human decency. We must agree
not only upon a minimum wage: we must also agree upon a
maximum income. The minimum wage can never be high enough
to be just, unless the maximum income is low enough to make
justice possible. Men may call this method of redistribution of
the national income confiscation; we call it conscription. In the
last great emergency declared by Congress the Government con-
scripted our bodles and our brains. In this present emergency,
no less great and serious than the last, the Government has not
only the right but the duty to conscript our income and our
wealth. The one question that we face In America is whether
income and wealth is to be conscripted and redistributed in
accordance with law and through a new and radical system of
taxation or whether it will be seized and appropriated through
violence and bloodshed. No legislation can save the social sys-
tem that is responsible for the collapse in our economic life.
This system is doomed beyond all power of redemption. But a new
program of taxation that will justly redistribute the income of the
pecple may succeed In saving us from riot, civil strife, and mass
murder, and in establishing a new and just social order.

GOVERNMENT AND CHILDREN

(By Dr. John Dewey, Chairman the Joint Committee on
Unemployment)

The depression has told with ferocious brutality upon children.
It is depriving them of scheoling and undermining their health.
Two million dqllars less a day are spent on education than in 1930.
Two thousand rural schools are closed. On the average, the school
year has been shortened from 1 to 2 months over the country,
although it averaged before from a month to two months and a
half shorter than in European countries. Teachers are dismissed
in great number. The depression and the shutting down of child
labor has resulted in sending children in greater numbers to high
schools. Omne out of every four teachers in the United States is
teaching for less than the N.R.A. codes fix for unskilled factory
workers. Kindergartens are closed. Muslc, physical education, art,
home economics, and health services are lopped off.

In 1930 President Hoover estimated there were 6,000,000 under-
nourished children in the United States. The Children's Bureau
estimates that one fifth of the children of the country are suffer-
ing from bad nutrition, bad housing, and inadequate medical care.
Official investigation shows families who suffered a loss of income
between 1220 and 1932 have a 60 percent higher rate of {llness than
families in which there was no drop. One third of the children
in a low-income region of New York City were rated poor or very
poor in health by examining physicians—only one quarter good.
Loss in education and health cannot be made up in later life for
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either child or nation. The Federal Government must come to the
rescue and grant appropriations for education, scholarships, food,
and care, to maintain future citizens in sound body and mind.

THE RESPONSIBILITY OF THE CHURCH

(By Rev. Dr. R. A. McGowan, Associate Director, National Catholic
Welfare Council)

One of the purposes of the N.R.A, and the Agricultural Adjust-
ment Act is to distribute buying power better so that people may
buy the goods our factories, mines, and fields can produce. The
N.RA. and A.AA. are living up to this purpose part way. But
our possible preduction is so great—and it is a production of
staple goods—that our distribution has to be wide and high. It
is not wide enough yet nor high enough.

The big trouble so far has been in the N.R.A. and the precise
trouble has been the domination of most of the codes by the
employers’ associations. They have increased prices at the same
time that they have prevented sufficlent wage increases.

A change in N.R.A. procedure is imperative to bring the unions
into every code authority so that they will share in administering
not only wages and hours, but output and prices.

SOCIALIZATION OF INCOME THROUGH TAXATION
(By Dr. Colston Estey Warne, Economics Department, Amherst
College)

Incomes which people in this country receive may roughly
be divided, as one economist puts i, between earnings, findings,
and stealings. The last two—findings and stealings—are large
items. The mass of workers and farmers receive their income
reward, small though it is, from honest effort. They earn. Re-
garding other incomes one cannot be so certain. For the incomes
of bankers, lawyers, tradesmen, real-estate owners, coupon clippers,
business executives, and absentee stockholders are heavily loaded
with findings and stealings. Let us sort out the conspicuous
cases in which people are today receiving incomes—substantial
incomes—for which they are giving little or nothing to society
in return.

First we have the case of inherited wealth. I refer not to the
smell inheritance of the widow who may receive a few thousand
dollars to carry her through the remainder of her life. I refer
rather to that carry-over of feudal society, the large estates like
those of the Astors, the Rockefellers, the Mellons, the Vanderbilts,
which pass from generation to generation through inheritance.

Each year more than $§2,000,000,000 of such substantial estates
are passed from one person to another. The recipient of the estate
has done nothing whatever toward the creation of the wealth. It
is to him a windfall. He pockets the proceeds and renders less
service to soclety than the much despised hobo. If he lives in
leisure and Iuxury on the income which has been given him, he is
thereby subtracting from the annual production of goods—an in-
come to which he has no claim, since he has created no wealth.
If he continues to work, using his wealth for the building of an
even greater estate, he is bound to create more factories and capital
equipment in & country which already has a surplus in these fields.
Inheritance is a carry-over which curses our soclety and allows
people who have, by the lottery of birth, drawn what is really an
unlucky number to waste their lives while they absorb income to
which they have no title. I suggest, then, that inheritance is, in
our classification of incomes as divided between earnings, finding,
and stealings, a finding. And I see no reason why we should con-
tinue to tolerate this finding by permitting the continuance of
large inheritances.

In the same classification of findings we may place rents on
land. I refer here not to the income of a person who has received
a return from real estate through building or other productive
activity, but to that income which arises solely from land—land
rents. The value of American land was at the last census $150,000,-
000,000, nearly one third of the American wealth. This land value
was not created by its owners. The land rent represents the toll
collected by those who hold deeds to it, the location of the land
which gives it value, or its natural fertility and qualities inherent
in the land, which is a social heritage.

This problem is especially one which faces our great cities.
There, in order to erect a building, one must pay as much, or
more, for the land as the cost of the building. This payment,
viewed from the social standpoint, is not for the service of any
individual. It is merely a levy subtracted from the income of
society for the benefit of the holder of a piece of paper called a
deed. As soclety progresses land values rise and absorb an ever-
increasing share of the product. The holders of the land are col-
lecting income on $150,000,000,000 of value while they are not
rendering as landlords one iota of service to our society. If all
land rents were tomorrow absorbed by taxzes, there would be no
less product. The landlord alone would suffer. This is clearly
another finding in our classification of incomes as divided between
earnings, findings, and stealings.

Perhaps this point should be pressed a little further. As one
looks about him with a common-sense attitude, land titles seem
like any other titles. Many have been acquired in good faith.
They are part of our property system. But viewed in a broader
light, they are the result of a mistaken social policy by which the
Government permitted city land sites, coal mines, oll fields, in
fact the bulk of all our natural resources, to slip into the hands
of private owners, who now take a tax from the rest ¢J us out of
the production of society. Had the Government elected the wiser
course of leasing these lands at an advancing rent, we would today
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not be faced with many of our pressing problems. The rental
income would be a substantial share of Government revenues and
we would not have created such a large parasitic class living on
the earnings of producers.

Our survey of who receives the income in the United States
leads us next to the classification of stealings. Here, unfortu-
nately, information is meager, for stealing on a sufficiently large
scale seems well legalized. The petty thief may find a cell await-
ing him, but the Samuel Insulls, the Erugers, and the many
bankers and Industrialists who, in one way or another, have looted
our country, have surprising facility in avolding such a fate. I am
not here referring to the personal dishonesty of those business
leaders who have robbed the tills of the corporations and trusts
which they are administering by high salaries and manipulation.
This has been done in many cases. I refer rather to the monopo-
listic price arrangements by which our corporations in many of
our basic industries have deliberately aimed so to restrict output
as to compel the consumer to pay a monopolistic price—thus
stealing from the consumer’'s pocketbook as definitely as if the
robbery were personally committed. Aluminum is conspicuously a
case in point. In that industry, controlled by Andrew Mellon and
his associates, price reductions have not kept step with the lower-
ing of costs. The industry holds a virtual monopoly of the world's
bauxite ores, upon which production depends. It dominates the
aluminum market.

But aluminum is not the only case of robbery by monopolistic
corporations. We have In our public utility structure a vast
maze of holding companies which defy governmental regulation,
erected essentially for the purpose of lifting from the consumer
sufficient income to pay ample returns upon inflated stock issues.
In fact, as one looks at the business world to discover the degree
to which it is actually producing necessary goods at reasonable
prices one conclusion seems clear. Business is organized for profit
and not for service. It consists of erecting highly specialized
corporations for the purpose of gefting the maximum return
while rendering a minimum in serviceable goods. If, as engineers
suggest, our business structure is competent at this moment to
produce triple the volume of goods that are flowing from our
factories and fails to produce these, we may conclude that the

ublic is, by the failure of the business system, being robbed of
wo thirds of its industrial income. One outstanding American
economist, Thorstein Veblem, has suggested that the business
system is one of organized sabotage of the industrialists against
the consumers. This view, though ridiculed at the time of its
appearance, seems today close to the truth. Certainly we have
for 4 years been witnessing the shrinkage of our national income
because of the failure of capitalism.

The owners of America in the mad speculation period of the
1920’s piled up bond and mortgage debts which now total 237
billions—a sum approximately equal to the present national
wealth. On top of this are stock issues and deeds to property
on which they hope to command an income. The result is that
the total of interest and dividend payments has, according to
the conservative Journal of Commerce, during the entire depres-
sion continued at levels almost double those of 1925. (Last year
the country paid §7,000,000,000 for corporate interest and divi-
dends as against £4,000,000,000 in 1925, at a time when 15,000,000
ﬁp}m were jobless. This year the situation remains almost as

Looked at in the large, our capitalistic system is one in which
those who engage in productive activity secure meager rewards
while those who deal in little sheets of paper called stocks, bonds,
and mortgages take a heavy toll in findings and stealings from
the product. The new deal of Roosevelt seems essentially aimed
toward the preservation of these property incomes rather than
toward the alteration of this system.

The significance of the situation as regards taxation seems clear.
Taxation should today be levied not upon the purchases of the
masses of small consumers, as is now being done, but should be
used as a method of absorbing the findings and the stealings of
those who have to date been our industrial overlords. This may
appear to be a policy of confiscation, In a sense it is, but it is
confiscation of incomes which never were earned, of titles which
never were clear. It is a taking by the people of property which
should never have been allowed to enter private hands. Several
practical proposals appear for State and Federal taxation.

First. We should have an inheritance tax which, exempting small
inheritance, would completely annihilate all the great dynasties
which today run America. This tax should be supplemented with
appropriate gift taxes to prevent evasion.

Second. We should tackle the land problem and absorb the land
values of the absentee holders who today receive such a share of
the annual income without rendering service.

Third. We should place high taxes on the excess profits of our
monopolistic combines, which have been fostered by the N.R.A.
The NR.A. is in its essence a legalization of monopolistic price
fixaticn by Industrialists.

Fourth. We should have highly graduated income taxes which
would place the levy primarily upon people whose annual earnings
are in excess of £5,000. In this connection a first and fundamental
step is to eliminate the $40,000,000,000 of wholly and partly tax-
exempt bonds which have in the past been bought by the wealthy
as a means of evading existing income-tax payments,

Fifth. We should demand that the devastating burden of sales
taxation and other levies upon small incomes should be repealed
so that consumption may climb to higher levels and assist busi-
ness recovery. In this connection it is significant that sales taxes
already bring in 20 percent of Federal, State, and local revenues.

CONGRESSIONAL RECORD—SENATE

JANUARY 11

The percentage may leap to 25 percent this year with the new
Federal sales taxes. i :

These proposals for taxation reform may seem drastic, but taken
together they are not enough, for even they do not get at the
root of our problem, which is private ownership and exploitation.
Were they adopted, and I seriously doubt whether they will be,
by the corporation-dominated Democratic Party, they might serve
to lengthen the life of a decaying economic system. No recovery,
however conceived, can go far until functionless income has dis-
appeared from our social organization. We have suffered too long
under an accumulation of ills to find a solution to our problem
in terms of taxation reform alone. A day may come in the not-
distant future when these very property rights which are today
earned or unearned, considered so sacred, will be erazed by an
enraged populace which is determined that the right of the people
of the country to access to land and bread is more sacred than
the bulwarking of the capitalist system by paying interest and
dividend claims,

THE RESPONSIBILITY OF GOVERNMENT

(By Rev. James Myers, industrial secretary Federal Council the
Churches of Christ in America)

Some people have expressed alarm over the rapid assumption of
social responsibility on the part of the Federal Government since
last March. Many more, no doubt, will be alarmed at some of
the proposals for further Government action now being discussed
at this conference and in other quarters. These proposals range
all the way from a demand for more Federal funds for unemploy-
ment relief to programs for the complete Government ownership
of indusiry. It is not my assignment this afternocon to discuss
any of these specific proposals as such, but to bring to your atten-
tion what I believe we shall all sooner or later come to rec

( My proposition is this: It is the responsibility of government to

build whatever social machinery may be necessary, not only for
the relief of unemployment but for the development of a political
and economic system in which the tragic spectacle of starvation in
the midst of plenty will not again occur,

We are, I think, driven to this conclusion of the Government's
responsibility, first, because of the practical necessities of the
situation; and, secondly, because of the very purposes for which
the Government of the United States was originally brought into

being. 2!

As an {llustration of the practical necessity of Federal Gov-
ernment action, we need only to cite the breakdown of State and
local resources for unemployment relief, which forced the Fed-
eral Government to step into the picture and supply the funds
which have saved millions of human lives.

In the matter of labor standards, it has become equally appar-
ent that only Federal action can be effective. For 25 years we
have endeavored to mbolish child labor by means of individual
State legislation, with but little result. In fact, we developed
by that method the wholly immoral situation, which enabled
business men to make the most money in States where children
could be treated the worst. Under the National Recovery Ad-
ministration, because of its industry-wide planning and national
scope, child labor has been abolished by common consent in many
industries, and by a stroke of the President’s pen. The Federal
child labor amendment should now be ratified, and this reform
made permanent.

The same principle of Federal legislation will be a practical
necessity in the control of wages and hours and of a hundred
other matters of general welfare which time does not permit me
to enumerate. Only the Federal Government can extend a uni-
form jurisdiction over the whole area affected. Only the Federal
Government has the wide powers of taxation, the necessary credit
and other resources for the integration of the economic and in-
dustrial life of the Nation as a whole.

As a matter of fact, in the days of national economic crisis last
March it was, as we all know, action by the Federal Government
which saved even the banks and entire business life of the Nation
from utter chaos. It seems just a bit humorous, under all the
circumstances, to hear some business men beginning now to de-
mand the return of the economic life of the Nation to what they
call the “individual Initiative of private enterprise”, which they
say has made America a great and prosperous country. The pros-
perity has not been too apparent during the last few years; and
the initiative which saved the day, to the degree to which It has
been saved, did not come from private enterprise. Our industrial-
ists and bankers were as bankrupt in ideas on how to bring us
out of the depression as many of their concerns were bankiupt
in their exchequers. The initiative came from the Federal Gov-
ernment. I see no inherent reason why the Federal Government
cannot continue to exercise initiative—an initiative to be directed
more and more toward the welfare of all our people. Is it reason-
able, my friends, to keep alive our old fear of Government action?
The Government, after all, in a democracy is just “all of us”"—
the political and economic family of the Nation.

Provided that we are careful to avoid the dictatorship of fascism,
on the one hand, and the dictatorship of communism, on the other
hand; provided that we shall develop forms of industrial democracy
as well as of political democracy in this country, I see no reason
why increasing Government control should not prove a blessing to
the Nation—in fact, the only probable direction from which we
may look for a blessing.

It is doubtful how many people in the United States, aside
from the interested parties themselves, would really want the
country turned back again to the unregulated forces of private
enterprise, individual initiative, and rugged individualism which
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resented us with the cataclysm of 1929 and the unspeakable
uman suffering of the unemployed in the years which have
followed.

Those who object that it is unconstitutional for the Federal

vernment to concern itself with social and economic objectives,
should reexamine the preamble of the Constitution of the United
SBtates, which declares that the very purposes for which the Fed-
eral Government was established were, among others, “ to form a
more perfect union, establish justice, insure domestic tranquillity "
and “to promote the general weliare.” Those who object to our
Government at this time embarking upon new and untried ex-
periments in order to secure this “ general welfare " for our people,
seem to forget that social and political ploneering constitutes the
very essence of Americanism. ) Our forefathers had in common
one great dominant trait, and that was their spirit of adventure
in a new world. Inspired by religious idealism they dared to
undertake, under new conditions on this continent, a great untried
political and economic experiment dedicated to the welfare of
the common man.

My friends, we, too, face a new world today, a world made new
by sweeping economic change. If we shall prove ourselves worthy
of the spirit of our ancestors, it will be our high privilege to par-
ticipate in the adventure of a new social order, a cooperative com-
monwealth of nations. This new order will at ldst, please God,
establish justice among all nations, insure tranquillity for all the
world, and promote the general welfare of mankind.

PROMPT ACTION IS IMPERATIVE
By Dr. Edward L. Israel, Baltimore, Md.

There is no doubt at all that the program of the Roosevelt
administration, as epitomized in the N.R.A, and the AAA, and
many other of these new ventures of government, carries out the
fond hopes of the liberals who were the severest critics of the
Hoover inanition. Let's give credit where it is due. The present
administration has had the courage to challenge modern capitalism
on some of its most firmly entrenched fronts, It has taken the
basic necessary steps to bring about,a finer soclal order.

We can say all these things without admitting for a moment that
the NR.A. is a perfect plan. Many problems are involved in its
success. It, of course, remains basically capitalistic even though
it is a more altruistic capitalism, but there are many who question
whether capitalism can ever be altruistic enough to render social
Bervice or even to save itself,

Even as one who believes in ultimate social control and an
abolition of the profit system as we now know it, I am not im-
pressed by the radical criticism of the N.R.A. If we are to accom-
plish revolutionary social changes in an orderly manner under
parliamentary government, it will have to be by very gradual steps,
The NR.A. is simply a feeble yet determined first move in the
right direction. The left wing group don't seem to want to
support it very much, because they are afraid that the N.R.A. Is
bolstering up a dying capitalism, I should think that they would
have perspicacity enough to realize that if they don't play
along with the basic principles of NR.A,, they are playing directly
into the hands of the fascists.

80 much for our spirit of sympathy with the splendld motives
of our national administration. It is obvious, however, that some-
thing more drastic has to be done to level out the inequalities
cf wealth that are at the basis of unemployment and all the ills
of our economic society. The foremost implement that the Gov-
ernment has for accomplishing this end is a drastic and resolute
income tax. This is the only means of spiking the selfish moves
of our American exploiters who are sending thelr money to for-
eign countries or who are chiseling on the N.R.A. The present
income tax is a joke. It puts a c burden on the man of
moderate means and lets the big fellow wallow in his undue pro-
portion of worldly goods. I take for granted that I don’t have to
argue the case for the immediate passage of drastic inheritance
tax laws. The specific example of those two indolent heiresses of
America who recently inherited an aggregate of over $100,000,000
while hundreds of thousands of other young girls in America are
wondering where their next meal is coming from—that in itself
is sufficient argument for a stiff inheritance tax to convince the
most skeptical, ’

But as for income taxes—I am not going to bore you with a lot
of statistics. I am merely going to tell you that even now, after
& few years of depression, there are thousands of people in this
country whose income runs into such enormous figures that they
cannot possibly spend it on themselves and their families. Are
we going to allow the whole safety and security of our American
iife to be endangered by this improper distribution of wealth?
Doesn't the very spirit of the NR.A. require a limitation on the
plunder policy of our capitalistic soclety and a curb on those
individuals who grab so much out of the basket of American life
that thousands of others don't have anything?

A liberal government is intent on putting these curbs on
unbridled exploitation. Its program in this direction is very
conservative and is taking a long time to get into action. The
one thing that can do it quickly and efficiently is a sharp tax on
incomes with at least a T5-percent tax on any income in excess
ol $150,000 a year. The government is the most effective channel
for the redistribution of wealth and the most effective means of
accomplishing that is through the powers of taxation. The com-
Ing Congress must face this problem with a complete freedom
Irom these lobbies of wealth and with a consecrated and unswerv-
ing interest in and devotion to the welfare and safety of the
masses of America.

WHAT THE UNEMPLOYED FEEL

(By David Lasser, Executive Secretary New York Workers' Com-
mittee on Unemployment)

After 4 years of joblessness, the unemployed have come to feel
that a wall exists before them, blocking the resumption of their
normal lives as wage earners. Their position and attitude is like
that of the soldiers, who after 4 years of warfare, wonders if he
was ever a civillan, and will be one again.

The unemployed have lost their skill as workers, and the feel-
ing of the joy of work that is the part of every man. They are
bewildered by the quarrels over their fate, made by “ eminent
authorities™ by *economists” and * philanthropists.” Why, the
unemployed ask, should abstruse theories be invented for putting
them back to work? After all, they reason, they are producers;
what they produce Is needed by others; what they are paid is
spentt; ?to supply work for others. Why the interminable argu-
men

At first bewildered and lost in the vast economic machine,
split by racial, national, and sectional differences, the unemployed
slowly drift together, feeling a solidarity and comfort in their
numbers. As “loyal American citizens ", they felt at first that they
should not grumble or complain about their fate; they should be
patriotic and stand behind the governing officials trying to find a
way out of the crisis. They responded with great hope to the
N.R.A., but now it is a thing of derision. Slowly, too slowly, the
unemployed have realized that the only solution to their problems
lie in common action. They have been finally weaned away from
individualism and the comfort of promises.

Looking for leaders in their unemployed movements, the un-
employed have been wary, suspicious. They do not long for polit-
ical Utopias, but rather for practical results in their day-to-day
struggles for elementary things. They are content to wait until
they have a full stomach and a more secure shelter to think of the
action necessary in the future. Like the drowning man, they are
not interested in the laws of gravitation but rather in how to get
out of the water immediately,

The new Civil Works program, rather than stilling their grow-
ing unrest, will accentuate it and yet give the unemployed enough
security to turn some thought to tomorrow and political action of
some kind.

The unemployed yearn for leadership more and more. Who
will lead them? The warnings of Germany and Italy indicate that
a fire-breathing demagogue, preaching racial and sectional hatreds
may rise and with the promise of jobs lead the unemployed on to
fascist violence. Oppressed as they are by the weight of years of
misery, the unemployed want to hit something or somebody. Re-
cent lynchings show how tense the Nation is and how ready to
pour out Iits accumulated miseries in futile violence.

They will be led, either by leaders of the working class, who
represent them, or by an American Hitler, who will use them as
fuel for fascist flames. The feelings of the unemployed are fast
crystallizing. They know now that they are the disinherited, the
pariahs of our industrial society. The opportunities to organize
the unemployed as an Integral part of the working-class move-
ment were never better; the dangers of neglect of working-class
organization of them were never greater. The responsibility lies
upon all working-class movements—political, trade unions, fra-
ternal, and even upon the liberal groups who would be horrified
at a fascist movement.

HOW THE UNEMPLOYED FEEL

(By Joel Seidman, of Baltimore, representing the People's
Unemployment League of Maryland)

The unemployed are today in a state of dissatisfaction—not the
passive acquiescence in misfortune that characterized them earlier
in the depression but a more aggressive dissatisfaction that may
soon break out in political revolt against the failure of the Gov-
ernment to solve their problems.

Let no one underestimate the tremendous resentment of the
unemployed against charity in all its forms. The most cordially
disliked persons in the country are those connected with the
administration of relief. Some of that dislike is now beginning to
pass over to those upon whom it should have been visited in the
first instance—the business heads who led us into the depression
and the political leaders who falled to find a way out.

President Roosevelt's “new deal” aroused the hopes of the
unemployed, only to disillusion them anew. The program of eivil
works is looked upon as just a sugar-coated form of charity, as a
stopgap, as an expression of the administration’s failure to stim-
ulate business and provide normal employment. The Government
has failed to establish even unemployment insurance.

The unemployed are sick of charity. They want jobs and secur-
ity, and they are fast losing confidence in an economic system
that has failed tragically to provide either. During necessary job-
less intervals they want unemployment insurance. Their greatest
need and their greatest hope today are for leaders who can guide
their discontent into productive channels of pressure and protest,
to the end that employment and security may be won for all.

NEEDED—A GOVERNMENT MARKETING CORPORATION
(By Benjamin C. Marsh, executive secretary the People’s Lobby)
If the March 15, 1926, price level were in effect, a family which
used 2 quarts of milk and 2 loaves of bread a day, and 2 pounds

of butter, 2 dozen eggs, 10 pounds of potatoes, 5 pounds of sugar,
and 2 pounds of sirloin steak a week, would pay $100.79 more
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than at the August 15, 1933, price level; and those prices were too
high for the unskilled employed.

The 1926 price level means an average increase in the cost of
living over present prices of about 30 percent.

Consumers have always pald for farm products enough to afford
farmers a fair return on legitimate costs. The farmer has usually
gotten about 40 cents of the consumers’ dollar. In 1932 consumers
paid for meat products £1,656,000,000, and producers received
$721,000,000, so the spread was $935,000,000.

A Government marketing corporation empowered to buy farm
products, process them, and sell them to the ultimate consumer,
should reduce the spread at least one half. Congress should create
such a corporation.

THE NEGRO AND UNEMPLOYMENT
By Charles Edward Russell

The situation of the colored worker of this country in respect to
unemployment and destitution may be best illuminated by refer-
ence to a few statistics.

Here in the city of Washington, Capital of the Nation, the num-
ber of persons receiving public relief on October 31, 1933, was
14,188, of whom 10,606 were Negroes. The Negro population of the
city is 27 percent of the white. The proportion of Negroes receiv-
ing relief is 75 percent. In Cook County, Ill., which means vir-
tually the city of Chicago, the Negro population is 6 percent of
the total; the Negroes receiving relief are more than 20 percent
of the total. In Philadelphia the Negroes form 11 percent of the
total population and 36 percent of the total number receiving
relief. In Baltimore the Negro population is 17 percent of the
total and 44 percent of the family relief work carried on by private
agencies is for Ne . Last year of 12,000,000 unemployed work-
ers in America, 1,500,000 were Negroes. For a reason I shall revert
to later, the disproportion has since much increased.

In the larger industrial centers today, Negroes form 40 to 50
percent of the unemployed. In Birmingham, Ala. they form 75
percent. In St. Louis 8 percent of the Negro workers are un-
employed or partly employed—5 percent without any work, 3
percent on part time.

It is a sinister fact and a disquieting fact that upon this
submerged 10 percent of our population the measures for national
relief, certain measures of relief that have been of undoubted
and often great benefit to the generality of workers, have only
augumented the misery of the colored. The codes of the N.R.A.
have shortened hours for the white workers, sometimes increased
their pay, and sometimes diminished unemployment. They have
too often worked among the colored population to deprive even
those at work of their jobs.

To understand this we must remember that the average pay of
colored workers has always been lower, distinctly lower, than that
of white workers doing the same class of work. In many instances
it has been recognized and even standardized at 50 percent lower.
On these terms white employers, particularly in the part of the
country where after 70 years the Civil War is still raging, were
willing to employ colored persons. When the N.R.A. codes ap-
peared with their minimum wage limits this economic advantage
disappeared for the white employers. Confronted with the neces-
sity of raising wages in all the lower grades of employment he
instantly and almost universally decided that at the same wage
levels he would prefer to employ white labor and dismissed his
colored employees even though they might have been years in
his service.

This has resulted in a huge increase of unemployment in the
southern States, and a corresponding increase in the criminal
difficulties. A survey of the situation made under the direction
of Mr. John B. Davis, of the Joint Committee on Unemployment,
disclosed that this movement to dismiss colored employees and
substitute whites was by no means confined to the South nor to
industrial employments. It extended also to the North and in-
cluded there employment as domestic servants. One typical case,
an example of thousands, may be cited as an illustration. A
negro truck driver had been employed for many years at $5.50 a
week, When the code went into effect his wage must be raised to
$12.50. He was discharged and a white man put in his place.
Where Negroes are still employed In the South, they are often
employed at wages that violate the codes. Of this many instances
were found, one of them being the case of an employer that hired
Negroes at less than code rates and still sat on the board formed
to enforce the code—a typical instance of the psychology of the
southern employer.

But I do not know that it is fair to say this as if the South
were the only offender. In Kansas City, Mo., for instance, 60
percent of the colored domestic workers have been displaced, and
in Philadelphia this movement has gone on to a point where
displaced colored workers are offering their services at T4 cents
a day. In Greensboro, N.C., however, they are working for $§1
a week, with room and board, and in many other places in the
South for 4 a week and find their own rooms. At Norfolk, Va.,
women are working for $4 a week, that must pay from it $1.25
a week for street-car or bus fare.

In one southern community the board of trade has been actively
at work coercing employers to discharge colored workers and
replace them with white. In another the League of Women Voters
sent about the city organized bands of Boy Scouts to seek out
opportunities for work upon the understanding that only white
workers were to be employed.

" In Gary, Ind., 5 Negroes have been discharged for every 3 white
workers that have suffered the same fate. When there were
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signs of an industrial improvement and men were being rehired,
5 white men were hired for every 3 Negroes.

In 12 large cities, of 12,6168 persons registered as unemployed,
75 percent were colored: of domestic workers, 78 of the unemployed
were colored.

Public bodies sometimes do not hesitate to openly avow their °
purpose to discriminate against the Negro. The Ralilroad Com-
mission of South Carolina has made a rule that no pullman car
shall be operated in the State unless it is in charge of a white man.

The most effective method of getting rid of colored labor has
been developed in what may be called the Mississippi plan, and
consisted of shooting colored workers on the railroads or beating
them with clubs until disabled. On one division of one railroad
in Mississippi in a few months 7 colored workers were shot to
death while performing their duties, and more than 20 were
disabled.

The conclusion from all this is obvious, sinister, and certain.
We have created here in America a helot class. When depression
comes we grind still lower those that in times of what is called
* prosperity " bore always a load of our contempt, injustice, and
oppression. We have implacably pursued with our vengeance
those of our fellow creatures that have been guilty of the crime
of a dark complexion. They being the helpless and defenseless
perpetrators of this offense against our unwritten laws of tinting,
when a time comes in which we must pay to these pariahs the
wages we must pay to others, we prefer to have them as wretched
dependents upon charity than to allow them a chance to earn
their own llving upon the same economic basis as white persons
earn theirs. It is an oppression perfectly safe. No one will
effectively champion the cause of the pariah and do him right.
But even those of us that believe in the penalty for pigment
must profitably remember that, if all tales are true, there is in
the universe another system of justice than ours, and the
requital of that Thomas Jefferson foresaw for the unutterable sin
of slavery may not overlook the sin of racial hatred and racial
persecution.

LIMITATION OF -THE HOURS OF LABOR
(By Charles W. Erwin, Amalgamated Clothing Workers of America)

The 130,000 workers joined together in the Amalgamated Cloth-
ing Workers of America favor the limitation of the hours of labor
primarily because it is the first attempt to meet the evils of
unemployment and low wages while employed.

Bitter experience has taught us that the evils of unemployment
and low wages can be efficiently attacked only through govern-
mental action. Those employers who have enough social vision
to perceive that the maintaining of decent standards of wages and
conditions in their factories makes for the good of the entire
community as well as for themselves are not sufficiently large
in number to be able to bring about conditions in industry which
will at least approximate those that should rule in any truly
civilized nation.

No matter how strong the urge of these employers might be to
achieve a higher industrial civilization, they are subject to the
competition of other employers in their particular industry whose
only urge is immediate profits, irrespective of what damage to
the social body might be done through the maintenance of a low
standard of wages. Experience has proven that it is useless
merely to appeal to the sense of justice of those who are in con-
trol of the means of production and distribution. It is vitally
important therefore to throw the whole power of government be-
hind both those employed in industry and the minority of em-
ployers who are at least intelligently selfish enough to know that
they cannot continue to prosper unless a higher standard than
now exists is maintained by the workers as a whole.

We have heard much talk about the 40-hour work week, and
the blanket code, under which industry was supposed to run until
the various particular codes were adopted, called for this basis as
a work week. It does not require any guessing to know that a
40-hour week in the vast majority of cases will not put back a
sufficient number of people on their jobs to bring about the
increased purchasing power that President Roosevelt has been
striving for through the N.R.A.

The general president of the Amalgamated Clothing Workers of
America, Sidney Hillman, who is also a member of the Labor
Advisory Board of the N.R.A,, in his address at the clothing code
hearing, submitted figures which proved beyond hope of successful
contradiction, that the number of workers who would be put back
on the basis of the 40-hour work week would be negligible. Know-
ing the impossibility, however, of securing the 30-hour week, a
compromise had to be made which called for a 36-hour week,
Events since have proved that a 30-hour basis will doubtless have
to be adopted if the standard of the clothing workers is to be
returned to where it was before the deflation of 1920.

Together with the limitations of the hours of labor must go
increases in wages if the entire N.R.A. program is not to result
merely in the spreading of work at poverty wages in place of the
giving of work to all in the industries at wages which will enable
them to maintain within the present economic system at least a
standard of life which approximates what our social experts are
pleased to call “ decent standards.”

TAXATION OF INCOMES AND CORPORATION SURPLUSES
(By Dr. John H. Gray, former president the American Economie
Association)
We are truly in a new era—the power era with its automatic
machinery. We have the wealth, we have the raw material, we
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have the equipment and workers, and we have the technical skill
to produce and distribute an abundance of material things for all
our population. Furthermore, we have the cash and the credit
machinery to start the industrial machine., All we lack is sense.

There is but one dificulty—that is that the wealth is too much
concentrated in both ownership and control, while the cash and
credit is much more concentrated. The banks in the Reserve
System, if there were a demand for it and they were not afra‘d,
could expand bank credit safely by $£8,500,000,000 to $10,000,000,000,
if they saw a chance to make a profit by it. But there is no
chang¢e to make a profit in the present deadlock and lack of
confidence.

How long are we going to allow the fetish of profits and prop-
erty rights to prevent feeding the hungry and putting the unem-
ployed to work? You cannot start the industrial machine by an
increasz of commodity prices, by creating more debts, or even by
destroying the disequilibrium between the prices of factory-made
goods and farm products, nor by flooding the country with paper
money, nor by devaluing the gold dollar.

At least either or hoth of the last-named remedies, if they did
start the industrial machine, would surely result in a wild specu-
lation in both securities and commodities, in an increase of land
valuss, and an increase of debts that would soon bring us to a
collapse more disastrous than the one we are now in. Nor is the
construction of Federal public works by money from bond issues
likely to go fast enough, or far enough, to have significant eflect
before the national credit is shaken to be of much benefit.

The construction of public works, State or Federal, or both,
is too small and too slow to meet the present emergency. For
notwithstanding all the Federal appropriations and all the bally-
hoo, the total amount of public works is much smaller than 2
years ago, and we are in the fifth year of distress. Some increase
in Federal public works has been more than offset by a virtual
cessation of State and local public works, except such as are now
carried on by Federal funds.

F. M. Woodlock, in the Wall Street Journal of November 28,
1933, says there can be no revival of business until the business
men who now control the concentrated liquid capital see their
way to make a profit by putting it into circulation. I agree with
him that there can be no revival until this liquid capital is put
into circulation, but there is no way to put it into circulation
until it is taken away from the men who now control it and
turned directly into purchasing power in the hands of the masses
of the pecople. Of course, if it were so used, it would ultimately
redound to the benefit of those who now own or control it, for
it is not earning them anything worth mentioning, Witness the
fact that all the national banks together last year operated at a
total deficit of $140,000,000. The current year is much worse for
them than the last.

There can be no cocial justice, no prosperity, no prevention of
starvation until we are producing more than we are at present,
nor until our foreign trade is in a measure restored. Those now
living can never hope to see it restored to the plane of 5 years ago,

The latest publication of the League of Nations at hand (Sur-
vey of Economic Conditions, 1932-33) states that foreign trade of
all European countries the last quarter of 1932 was less than 40
percent of that of 1929, and that the foreign trade of the rest of
the world fell off more than T0 percent, and that wages and sal-
aries in the United States fell from $53,300,000,000 in 1929 to
$28,200,000,000 in 1932, a loss of $25,100,000,000, or 53.1 percent.
Under any decent arrangement and distribution of property, most
of this §25,100,000,000 would have been spent for consumable
goods, not for investment.

With purchasing power so curtailed by unemployment, what is
the use of talking about business revival or prosperity or the bal-
ancing of the Budget? They are literally impossible.

By the same authority *“there are now 41,500,000 workers cov-
ered by unemployment insurance”; but with so large a part of
the total population actually unemployed, all these systems have
departed from an actuarial basis. They are all living to a very
serious degree’ off accumulated saving and for the most part by
placing additional debts on a world already in debt to a much
greater degree than can ever be pald, even if the people were at
work, much less when so large a portion of the working people
are idle and living on doles.

What is the sense in talking about raising prices of commodi-
ties, or worse, of destroying the disequilibrium between different
classes of commodities, when so large a part of the population
have no purchasing power whatever at any price, and when all
the purchasing power, particularly in the United States, is in the
hands of so few people who do not need to purchase for con-
sumption, and because of this or their fear are purchasing much
less than usual, and are howling about overproduction and taxes.
It is, in fact. overproduction only in a sense that purchasing
power has been withdrawn from the great masses who need and
want the-goods to such a degree that the goods cannot be sold at
a profit for those who have the legal title to them.

It 15 not overproduction but lack of purchasing power in the
hands of the masses from which we suffer. It is well known
that the great surplus that cannot be sold at a profit today con-
sists primarily of raw materials and foodstuffs.

Do we have overproduction of foodstuffs in any rational sense
with tens of milllons of people starving, here and abroad? The
publication of the League of Nations referred to estimates the
world production of foodstuffs in 1932 at about the same as 1929
(there has been a great decline in the amount of manufactured
goods); yet, if the trend of increase of production from 1925 to
1929 had continued to 1932, the production of 1929 would have
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been much greater than it was, yet would have fallen far short of
the needs of the world as shown by the growth of population.

The report says that, with the exception of some tropical prod-
ucts, there is not enough of focd products. The alleged sur-
plusss after 1920-21 would have rapidly disappeared had pur-
chasing power been properly distributed. If the trend of increase
of production from 1860 to 1913 had continued until 1932, the
production would have been twice what it was in 1933,

We are not suffering from overproduction, but from an insane,
irrational, and impoessible concentration of wealth which deprives
a very large part of the population of any purchasing power
whatever. This has stopped the industrial machine, thrown mil-
lions out of employment, and made paupers of them.

The situation has been rreatly intensified by insane national-
ism. In 16 months, beginniug in September 1931, 23 nations had
general increases in tariffs, 50 countries increased their tariffs,
52 countries imposed import quotas, license systems, prohibitions,
etc, and 12 established import monopolies, largely on grains.

France, Great Britain, Australia, Germany, Italy, New Zealand,
and Czechoslovakia have greatly reduced their debt charges by
refunding at lower interest rates. On the other hand, we are
adding daily to our debt charges by piling up additional debts
in the attempt fo start industry on the basis of profits.

Our discredited business “ leaders " are trying to hold the social
revolt until the depression cures itself, which means until the -
debts are liguidated by bankruptcies as has been the case in
earlier depressions. They do not realize that the circumstances
which made such a procedure possible in the past have entirely
disappeared, and that if such a procedure were prolonged long
enough, it would mean literally universal bankruptcy and total
collapse. Prices will not rise till purchasing power is put into
the hands of the masses. That purchasing power is now in the
control of a handful of men in New York who are bound by tra-
ditions of profit that will not let it go into the hands of the
people voluntarily.

Furthermore, In earlier depressions circumstances were such that,
when debts were paid, the debt burden was lightened. But with
the fix we are in today, the more debt is paid the heavier the
debt burden becomes.

This is due to the effect of falling prices. Irving Fisher says
that by March 1933, 20 percent of debt existing in 1929 had been
liquidated (largely by bankruptcies and foreclosures, it is true),
but that due to the fall of prices the debt remaining had increased
the tso;al debt burden by 40 percent (Economea, Oct. 1933, vol. 1,
p. 346).

President Roosevelt's efforts are to be highly recommended. He,
at least, is doing something to feed the people and to put some
of them to work on useless and ill-planned work for the most
part, but they have little or no effect in starting permanently the
industrial machine by putting purchasing power in the hands of
the masses. His efforts are chiefly valuable because they compel
the American people to think about social and economic matters
for the first time in generations. This is fundamentally neces-
sary before any administration can make serious headway, for
no administration can go much faster, or much farther than
public opinion will support i{t. Therefore, the President's edu-
cational program is prebably worth much more than it is costing.

The so-called * business leaders™ have becen thcroughly dis-
credited, but not the system which made them and led us to
disaster. That system can never be made to work again, even to
the satisfaction of those who were dominant till the collapse of
1929.

This crisis calls for purchasing power in the hands of the
people—not for the artificial raising of prices, however low the
prices or however great the disequilibrium between prices of
different groups of commodities. But two possible and available
sources of funds are in sight—the concentrated liquid capital
now centered in New York, or even increasing Government loans.
The loans if possible would put an intolerable burden of debt
on the consumers of the future. If the loans could be floated
in sufficient quantity and the proceeds distributed speedily
enough in sufficlent quantity in cash to the unemployed or by
Government expenditures on a sufficient scale, it would increase
the purchasing power, increase prices, start the industrial ma-
chine and enable us to collect taxes enough to balance the Budget.

But God forbid that we should have a revival of business unless
we fake measures to prevent such a collapse as we are now in.,

If present attempts could be successful, the money would have
to come from the liguid capital now in New York, but the present
owners of it would have a claim on future industry for Its
repayment. But the Government credit has limitations, and may
easily reach a breaking point, if pressed much further. The at-
tempt this week at refunding illustrates that the breaking point
is not far off. But present methods are altogether too slow and
indirect. Apart from the slow and cumbersome public-works
program, the Government has already poured billions of clollars
into private companies, in the attempt to start business, which
can be started, as said so often, only by purchasing power in the
hands of the public. But the advances made to banks, insurance
companies, and other financial institutions are virtually lodged in
the banks and have had no appreciable effect on business or in
increasing purchasing power for consumable commodities. That
advanced to mortgage companies and home owners has largely
gone the same way by more indirect routes, for it has largely
been used to pay debts and has then been hoarded or put into
the banks by the mortgagees,

We should have been out of this mess years ago if immediately
after the collapse the cash surplus existing in 1929 in 50 percent
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of the largest corporations had been taken by taxation and dis-
tributed in cash weekly payments to the unemployed families.
Most of it would have gone immediately to the stores for con-
sumable goods. The stores, which all have short stocks, would
have appealed at once to the manufacturers who have virtually
no stocks—a slight accumulation was made last summer on the
speculation of currency inflation—the manufacturers would have
hired men and bought materials and started industry.

Taxation is the only available means for a redistribution of
wealth. With all the extreme attempts of the Supreme Court to
protect property rights by strained construction of the Constitu-
tion, fortunately the Court has left the gate wider open in regard
to taxation than In any other part of the Constitution.

The only restrictive reference in the language of the Constitution
on taxation is that relating to apportionment of direct taxes.
This is now a dead letter, and Congress is practically unrestricted
as to amount or distribution of taxation. (It may be remarked
incidentally that all the States are tied hand and foot by consti-
tutional limitations; hence the almost universal State bank-
ruptcy.) No nation can exist permanently with as many exces-
sively rich men as we now have, or with as large individual for-
tunes as at present. These fortunes must now be dissipated by
more progressive taxation, income and inheritance taxes than have
yet been proposed. It may be inexpedient to set a definite limit
to the amount of money one may acquire, but to save civilization
it is now necessary to limit by law the amount he is permitted to
bequeath by will, and to take by progressive taxation all above a
fixed maximum for public purposes.

Huey Long’s particular figures on this subject are open to
doubt, but the principle is sound. The Puritan doctrine of thrift
and saving has no application in the age of power and plenty.
That is particularly true of our present condition of unequal dis-
tribution, and large fortunes. Roger Babson sald in a public
address November 29, 1933, that 2 percent of the population
furnishes the bulk of capital for new enterprises, during the
dominance of the profit motive. The whole emphasis was placed
on loaning and investment. The result was an overinvestment
which destroyed profits, and a profitless prosperity, overproduc-
tion, collapse, unemployment, disaster, bread lines, and pauperism.
This great inequality of wealth with an undue proportion of the
annual product going to a few people gave them Incomes that
they could not spend by the wildest extravagance and luxury, The
system lasted only so long as vast foreign territory, peoples, and
materials could be profitably exploited. That has all but disap-
peared. Other nations are resolved to develop their own resources.

The insane nationalism following the war, with its self-determi-
nation and national self-sufficiency, has made foreign investments
unsafe for years to come. Under these circumstances, we find our-
selves greatly overinvested for any market, at home or abroad, at
profitable prices. Forelgn markets, as already indicated, have
almost disappeared. They have disappeared never to return on
the present scale during our lifetime.

During the last three Presidential administrations all the
emphasis was thrown on profits and investments and forcing for-
eign markets. (See A. W. Mellon's book on taxation.) With the
foreign market almost gone for both foreign goods and investment,
we are not enly overinvested for the domestic market in depres-
sion times, but if every American could be put to work at produc-
tive labor, a thing utterly impossible with advancing technology
and its consequent unemployment, the overinvestment, with its
lack of profits and unemployment, must remain for years to come.

Stuart Chase, In the December 1933 Graphic Survey, says that by
the statement of the textile manufacturers themselves, their equip-
ment is double that needed, and cites the United States Commis-
sloner of Labor as saylng in 1927 boom times that 19.56 percent of
the capacity could meet the demand.

We do not need at present investment, nor saving, but purchas-
ing power in the hands of the public to carry off at a profit—so
long as the profit system remains—the goods that our present
equipment can produce. The only source of that purchasing
power is the large cash surplus of the large corporations, now fast
being paid out rapidly In dividends mostly to well-to-do and rich
people. These pecple, under the present uncertainty and fear,
lodge the money in the banks or hoard if.

One corporation is now paying unearned dividends at the rate of
$120.000,000 a year.

What we need now is a direct levy on the fast disappearing
cash surpluses of large corporations. If that should prove in-
sufficient to relieve the situation, and start industry, then a
general direct levy. We need not use the phrase “a capital
levy ", for that phrase has come to make an insane emotional
reaction similar to that evoked by the words *socialism ", “ com-
munism ”, and even “red " and “ anarchy.” The ignorant populace
do not know that such levies have been the msain source of pub-
lic income in the United States from the very beginning, for
the general property tax on which the States and the locali-
ties have always mainly depended is a capital levy and nothing
else. The trouble with it has been the graft and evasion and
inadequate exemptions, not in the theory of it. Under present
circumstances these ought to be liberal exemptions.

A national direct levy at any time with total exemptions of
say $100,000 or more could easily be collected. It could be all
the more easily collected, with the present large cash surpluses,
for it must never be forgotten that these surpluses were accumu-
lated by speculative means, largely with other people's money—
bank deposits. They have been used for speculative purposes.
They not only made and prolonged the depression abroad but

CONGRESSIONAL RECORD—SENATE

JANUARY 11

furnished a large part of the call loans for the orgy of speculation,
on the New York Stock Exchange from 1927 to 1929, when this
money drove the average rate of interest on call loans for a year
to 12 percent and often put the rate up to 20 percent.

These speculators made it impossible for business men in
Europe to obtain loans at any tolerable rate and were the imme-
diate means of the whole world off the gold standard.
There was more than $4,500,000,000 of nonbank money, popularly
“ bootleg ” money, on call in New York at the crash. This money
so far as not paid out in unearned dividends is today the greatest
menace to world prosperity, for it is in control of a handful of
profit-seeking men whose god is profit, and it is lying idle. Only
a small part of it can be put to work in bank acceptances, and
Government short-time securities, and call loans. Most of these
have brought for a long time past much less than 1 percent. That
amount of cash cannot be there without leading to dangerous and
injurious speculation and manipulation of the markets.

To ease the situation, we must not only redistribute existing
wealth, but we must provide that a much larger portion of the
annual product goes into the hands of people who will not invest
it directly or indirectly but who will spend it for services or con-
sumable commodities, and thus make a market for the goods
turned out by our great equipment. By far the largest portion of
Government expenditure goes either for services or for construc-
tion for nonproducing purposes.

If capitalism based on profit seeking is to endure, property as
at present held must be redistributed by Government action.
That is taxation. Industry must be so reorganized as to permit
a much larger proportion of the annual product to go to wages.
Wage earners must be given such security for old age and de-
pendents as will permit them to spend on consumption more, and
a larger proportion, of their earnings than heretofore, and not to
save for investment, directly or indirectly. If their money goes
into the banks for saving, it goes, necessarily, into investment
indirectly,

Private fortunes must be held in check during the lives of their
owners by more progressive income taxes to a d to discourage
investment, and at the death of their holders must be dissipated
by inheritance laws and taxes.

Governments must collect much more in taxes than heretofore
and spend the money in services and in construction that will not
turn out goods to compete with private industry. The way, with
our present equipment and technological advance, is now open
for virtually unlimited cultural advance, because of our practically
unlimited productive power. There is no limit to opportunities
in this field, except our ability to produce goods. The amounts
that may be spent on scientific research, education, and art, and a
host of other things that will add joy and beauty to life, have no
other limit than the ability to produce goods. All we need to do
is to organize our production and distribution and to take by
taxation all above the amount necessary to keep up the capital
investment. With a high degree of inequality of forltune—infi-
nitely less than we have today—the richer people who have for
generations had more than they could possibly spend and who can
no longer find profitable investment for what they save will in the
future provide much more savings and investment than can be
wisely or profitably employed.

The chief task of the members of this committee, and of all
intelligent citizens now, is to see that funds available for pur-
chasing power be taken by taxation as indicated above and placed
in the hands of people that need the goods. Prices wiil then rise,
taxes can be collected when people are producing and budgets can
be balanced.

Profits will reappear only when production begins.

REDUCTION OF PRINCIPAL OF LONG-TERM DEBTS

(By Leon Henderson, Department of Remedial Loans, Russell Sage
Foundation)

The Nation's internal debt, short-and-long term, at the end of
1932 was estimated at $246,000,000,000. The debt service was vari-
ously estimated to equal in 1932 from 20 percent to as high as 50
percent of the national income. Contrary to the general impres-
sion, only a small proportion of the debt pieces had been written
off in the last 4 years, and the sum total of debt in force was
tending to hold static because of State, local, and Federal borrow-
ing. What is not known is how heavily the debt burden falls upon
Wage earners.

Liquidation and debt adjustment have proceeded along individ-
ualistic lines, with consequent disorganization and unequal pres-
sure on different classes of debtors. The necessity for orderly proc-
esses of writing down dead debts seems self-evident, with the
further necessity for nationally planned liquidation. Beveral States
have attempted to deal plecemeal with the debt burden, but in
every case the State legislation has been declared unconstitutional,
as violating the guaranties of property rights.

The Canadian method of dealing with mortgage debt through
provincial debt adjustment acts is giving a high measure of
satisfaction and will probably be extended to other debt burden.

National legislation probably to create debt commissioners
with power to settle differences is needed for sane handling of
dead miortgage debt, whose dead weight rests heavily on purchas-
ing power.

Legislation is needed also to amend the Federal Bankruptey
Act so that wage-earner debtors may make composition with
creditors, based upon reduced earning capacity, with debt pay-
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ments distributed over a long perlod. It is absurd to think of
balancing consumption with production without such adjustment,
or to depend upon local, State, or individual mechanisms to bring
orderly results.

EEDUCTION IN INTEREST RATES ON LONG-TERM DEETS
By Lawrence Dennis, author of Is Capiltalism Doomed?

The long-term debt of the United States grew from $36,000,000,-
000, or $387 per capita, in 1913 to $134,000,000,000, or $1,072 per
capita, in 1932. The interest charges were $2,000,000,000, or 6
percent of total national income in 1813, and $8,000,000,000, or 20
percent of the total national income in 1932. Since 1929 the
national income has been reduced by more than a half, while the
debt charges have increased somewhat. In addifion to these
figures covering long-term debts, there is outstanding some $103,-
000,000,000 of short-term debt, a large part of which is really long-
term debt, because of perpetual renewals and because the interest
paid on such nominally short-term debt involves in large part a
transfer of income from a debtor to a creditor class.

In the short-range view of the debt problem the depression is
temporary; hence the thing to do about debts is to avert the
calamities of foreclosures, bankruptcies, and defaults until the
depression is over. This can be done by having the Government
declare moratoriums or lend the debtors money to meet their ma-
turing obligations. In the long range view of the debt problem,
interest charges are regarded as contributory factors which must
be eliminated or reduced, both in order to end the depression and
to prevent its return.

The chief trouble with a large national bill for interest is that
the recipients of interest do not spend the money as fast as the
interest payers would spend it if they did not have to pay interest.
The interest problem is mainly one of distribution of income.

The interest theory of old-fashioned liberals and orthodox econ-
omists is that during a depression interest rates should be lowered
in order to stimulate Investment and to reduce production costs.
Cheap money will tempt capitalists to invest. Cheap money will
mean cheaper goods; cheaper goods will mean larger sales. More
jnvestment and larger sales will mean more employment and bet-
ter business. This theory was fairly true to the realities of the
nineteenth century when there were always abundant investment
opportunities to tempt capitalists whenever money and goods got
cheap enough. There were always new markets for consumers
goods when such goods became cheap enough. Today there are
neither new investment opportunities nor new markets. There is
no more migration and tariffs nullify price reductions.

There is but one good reason for a reduction of interest today,
and that is to effect a better distribution of income. Money for
public spending should be obtalned without incurring interest
charges, for any increase in interest charges will only aggravate
present evils. Moreover, any economy in interest charges on
money used to build houses for the poor can be fully monopolized
by the landlord class. The fundamental consideration, however, is
this: If the Government borrows from true investors who buy
Government bonds out of savings, it will have today to pay well
over 4 percent for any considerable amounts of money. This rate
is obviously too high. Therefore, if the Government has to use
the printing press in connection with its borrowing, the Govern-
ment will better rely exclusively on the printing press, and not
complicate its borrowing with the printing press. The Government
is using the printing press when it forces the banks to buy Gov-
ernment bonds.

A reduction in our long-term debt burden can most easily be
effected by Government conversion of rallroad and farm and public-
utility debt into Government bonds and by a paying off of the
short-term debt of the State with paper money, These operations
will involve nationalization of the rallroads and public utilities
and the subsidizing of agriculture. A condition precedent to such
Government aid to agriculture should be appropriate measures to
discourage, if not prevent, future borrowing by farmers.

The basic idea in any sound treatment of the debt problem must
be that interest charges have to be reduced with a view to securing
a better distribution of money income. Lowering interest rates to
encourage further uses of consumer credit or borrowing by im-
pecunious citles, States, or farmers is sheer madness. Buch uses
of credit are absolutely indefensible because of the problems
created by the interest charges.

THE CALENDAR
The PRESIDENT pro tempore. The calender, under rule
VIII, is in order. The clerk will state the first bill on the
calendar.

FINANCIAL TRANSACTIONS WITH DEFAULTING FOREIGN GOVERN-
MENTS

The bill (8. 682) to prohibit financial transactions with
any foreign government in default on its obligations to the
United States was announced as first in order.

Mr. JOHNSON. Mr. President, I desire to perfect the
phraseology of the bill.

Mr. KING rose.

Mr. JOHNSON. Does the Senator from Utah desire to
interrupt?

Mr. KING. Mr. President, a parliamentary inquiry. I
inquire, if I may, under what rule are we now proceeding?
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The PRESIDING OFFICER (Mr. NeeLy in the chair).
Under rule VIII.

Mr. KING. Does that permit of debate?

! g‘hte; PRESIDING OFFICER. It permits of 5 minutes’
chate,

Mr. KING. Does the Senator from California desire to
take up his bill—a measure that is so important—under a
rule which permits only 5 minutes debate?

Mr. JOHNSON. I assumed that there was no objection
to the bill. I do not see any reason why we cannot con-
sider it.

Mr. KING. I am not objecting to that being done.

Mr. JOHNSON. Very well.

The PRESIDING OFFICER. Is there objection to the
present consideration of the bill? ;

There being no objection, the Senate proceeded to con-
sider the bill (S. (82) to prohibit financial transactions
with any foreign government in default in its obligations
to the United States, which had been reported from the
Committee on the Judiciary with amendments.

Mr. JOHNSON. I desire, Mr. President, to perfect the
language of the bill. On the first page, in line 5, I desire
to strike out five words, namely, the words “loan money
to, or to.”

The PRESIDING OFFICER. Does the Senator offer tha
as an amendment? g

Mr. JOHNSON. I offer that as an amendment.

The PRESIDING OFFICER. Is there objection to the
amendment? The Chair hears ncne, and, without objec-
tion, the amendment is agreed to.

Mr. JOHNSON. The next amendment I propose is after
the word “ bonds ", in line 6, to insert the word “ securities.”

The PRESIDING OFFICER. 1Is there objection? The
Chair hears none, and, without objection, the amendment
is agreed to.

Mr. JOHNSON. After the word * government ”, in line 7,
I move to insert the following words:

issued after the passage of this act, or to make any loan to such
foreign government.

The PRESIDING OFFICER. Is there objection to that
amendment?

Mr. KING. Mr. President, I do not want to interfere with
the passage of the bill but I desire to submit a few observa-
tions, and that is the reason I made inquiry as to the rule
under which we are proceeding. I may have to avail myself
of the opportunity of speaking 5 minutes on each amend-
ment in order to conclude what I desire to say.

Mr. JOHNSON. I have no ohjection to any mode of pro-
cedure that may be desired, provided we go on and dispose of
the measure.

Mr. EING. I will not interfere with the passage of the
bill. )

The PRESIDING OFFICER. Does the Senator from Utah
object to the amendment last offered by the Senator from
California?

Mr. KING. I desire to use the amendment as a vehicle
to submit a few observations upon a subject which is not
now before us but which is of very great importance, namely,
bimetallism.

The PRESIDING OFFICER. The Senator will proceed.

REMONETIZATION OF SILVER

Mr. KING. Mr. President, in the political and economic
life of the people questions are presented and issues raised
which demand solution. If they are correctly determined,
benefits arise to the people, but if not properly solved they
reappear and emphasize the oft-expressed thought that no
question is settled until it is settled right.

A great wrong was committed when silver was demone-
tized and gold monometallism established as the monetary
system in many parts of the world. But the silver question
is not dead; it stands as a challenging figure in the political
and economic path of all nations. Those nations which
have demonetized silver are learning that the gold standard
is an unsubstantial foundation upon which to rest their
monetary system.
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The devotees of the gold standard are discovering that
gold, which should be only a symbol, has become a tyrant—
a cruel and ruthless master. People everywhere are begin-
ning to inquire why silver was robbed of its monetary status
and gold enthroned as the supreme monetary power. The
gold standard as the sole measure and standard of value is
being challenged, and demands are heard in every quarter
that silver be rehabilitated and accorded its true status.

Professor Cassel, an outstanding political economist, has
declared that “the relentless struggle for gold has brought
a fall in prices which has resulted in a crisis producing
general depression, heavy losses, economic difficulties, and
industrial unemployment ”, all of which have assumed dis-
quieting proportions.

Many statesmen and economists believe that the world de-
pression is, in part, if not largely, due to the demonetization
of silver and the attempt to rest the credits and currencies
and business activities of nations upon the narrow base of
gold, The inadequacy of gold to meet the demands of trade
and commerce and the needs of the people in their industrial
and economic life is recognized by many of the leaders of
the political and economic life of the world.

Sir Henry Strakosch declares that the deficiencies of
monetary gold are well over 100 percent and this has resulted
in a sharp fall in commodity prices.

" Sir George Paish has stated that the financial situation is
one of unprecedented difficulty and the world, particularly
since 1914, “ has lived upon credit and is indebted, both na-
tionally and internationally, for fabulous sums of money.”

The indebtedness of the world is so stupendous as to com-
pel the thought that bankruptcy is inevitable. Published
statements by banking institutions and economists indicate
that the indebtedness of the United States—National, State,
corporate, and individual—exceeds $200,000,009,000 and the
obligations of other nations indicate an almost hopeless con-
dition of indebtedness.

Sir Joshua Stamp states that the financial depression is
largely due to the instability of money values and to the
relative insufficiency of the world’s stock of gold and its
converse, the weakness of commodity markets.

Even Mr. Keynes, the great English monometallist, de-
clares that gold as the sole standard of purchasing power
“is almost a parvenu ”, by which he means that for thou-
sands of years gold and silver were the standards of value
and purchasing power at an accepted ratio of value, and he
is compelled to admit that except during brief intervals gold
has been “ too scarce to serve the needs of the world’s prin-
cipal medium of currency.”

There is no validity in the contention that gold is not
subject to fluctuation. The fact is that measured by com-
modities, by the things which it purchased, its variations,
and, indeed, gyrations, indicated that it was a most unsta-
ble commodity and an unsatisfactory measuring rod. It
fluctuates, when measured by labor and commodities; and
measured by any standard of value or by commodities, it
possesses less merit or value than silver would have pos-
sessed had it not been demonetized. Value simply means
value in exchange, and it arises out of relations which exist
between things. Money, inirinsically, has no value. Pur-
chasing power is a value in economics.

The level of prices of commodities is determined by the
number of units of purchasing power; hence, if the number
of units are reduced, each remaining unit possesses greater
value, expressed in commodity prices, and the prices of com-
modities, measured by the monetary unit, fall. Value, like
utility, it has been said, possesses no intrinsic value but ex-
presses in exchange nothing but ratio.

To speak of the value of an ounce of gold is as absurd
as to speak of the ratio of a given number. There must be
another number in order to make a ratio. Therefore, value
simply means value in exchange. Human estimation placed
on desirable objects whose quality is limited determines
value.

For thousands of years gold and silver walked side by side
carrying the trade and commerce of the world. Mother
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earth has for thousands of years yielded these two precious
metals, the ratio of production being substantially 14 ounces
of silver to 1 ounce of gold.

Sir Archibald Allison, in his History of Europe, states that
Great Britain, largely at the instance of creditors and
bankers, denied silver access to the mints and made gold the
sole standard and measure of value; and he declares that
the capital which had been acquired during the Napoleonic
Wars, and the interest of the money classes, were so power-
ful “that Parliament became affected by the desires of its
possessors.” This resulted in the demonetization of silver,
which, within a few years added 50 percent to the value of
money and 50-percent weight of debt and taxes. Small land
proprietors were ruined and distress was universal. “ The
number of landowners, within a period of 7 years was re-
duced from more than 160,000 individuals to less than 30,000
and a large population became the objects of support by
organized charity.”

The inadequacy of the gold standard to meet the monetary
demands of the world must be apparent to every thinking
person. Great Britain, which has boasted of her financial
strength and power, and for a century has been the cham-
pion of gold monometallism, has been compelled to abandon
the gold standard, and in so doing dragged other nations
from their insecure gold pedestal.

Sir Henry Deterding, a world financial figure, has con-
fessed that the destruction of silver values will defeat trade
revival, and that so long as gold and silver were in coopera-
tion “ things went well, but that governments, governed by
theorists and sheltering themselves behind so-called “ money
experts ", adopted gold as their sole standard of value and
have ousted silver by paper. Whether paper is represented
by bankers’ bills or by bank notes, the only reason for its
value is credit, and credit is the same as every other com-
modity or faculty in that the more there is of it the less
valuable it becomes.”

It is obvious that of all acceptable systems of currency
that system is assuredly the worst which gives a standard,
steadily, continuously, and definitely appreciating and which
by that very fact throws the burden upon every man of
enterprise, upon every man who desires to promote the agri-
cultural or the industrial resources of the couniry, and
benefits no human being whatever.

The occidental nations in destroying silver are develep-
ing an oriental competition in the fields of industry, which
menaces business and industrial revival and the return of
prosperity. It has been said that there is an element of
justice in the cruel and irrational policy of demonetizing
silver adopted by occidental nations and in the increasing in-
dustrial development of China and Japan and India. By de-
monetizing silver, China and India were robbed of monetary
values to the extent of billions of dollars. Their stored
wealth, consisting of billions of ounces of silver, was reduced
in value, measured by gold, from $1.29 or more an ounce to
the low mark of 24 cents an ounce. But, as indicated, this
policy has resulted in depriving the occidental nations of
markets of great value, and has changed oriental nations
into aggressive and successful competitors in the markets
of the world. It is imperative that a change in the mone-
tary policies of this and other nations should promptly be
inaugurated, if unrest, and indeed, economic and political
disturbances are to be arrested and the world lifted from
the valley of depression.

Recent investigations by experts and committees in this
and other countries have led to the conclusion that com-
modity prices must be increased if this destructive pericd of
depression shall come to an end. Even the most ardent gold
monometallists admit that there must be an increase in
commodity prices. Important reports submitted by the
League of Nations and by the McMillan Committee of Great
Britain, demonstrate that if nations and individuals are to
be rescued from bankruptcy, there must be a material in-
crease in prices, particularly in the fields of agriculture and
labor. It is impossible for the pecple of the United States,
as well as other nations, to meet their obligations, if mate-
rial increases in commodity values do not occur.
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That the remonetization of silver would increase com-
modity prices is conceded by all. In the great contest of
1896 the goldites opposed bimetallism largely upon the
ground that it would cheapen money and therefore in-
crease prices. They contended that gold was the only
“honest money” notwithstanding the fact that under its
reign its value, measured by the products of human toil, had
greatly increased and want and ruin had come to hundreds
of millions of human beings. It was conceded by the gold-
standard followers then, as it is conceded now, thai for
centuries bimetallism had been the monetary policy of most
countries of the world, and though there were variations in
the ratio and production of gold and silver, they had
marched side by side with but slight variation in their value
with reference to each other and the purchasing price of
each.

The fathers of this Republic not only understoocd the
science of government, but they were students of monetary
and economic problems, and knew the relation of money
to the political, economic, and industrial life of the people.
In the Constitution which they prepared, gold and silver
were recognized as the base of our monetary system; and in
the first measure enacted they declared for bimetallism, and
provided that 371% grains of pure silver should be the dollar
and unit of value, and that 2434 grains of pure gold should
be of equal value.

That the demonetization of silver in this and in other
countries was a great wrong and an injury of the most
serious character, it seems to me should be evident to all
students of governmental and economic affairs. With the
defeat of Mr. Bryan, the gold monometallists believed that
the silver question was forever laid at rest. The failure of
the gold standard to meet the needs of the world and the
tragic cconomic and industrial conditions confronting this
and other countries have compelled a reexamination of the
sufficiency of the gold standard and the financial policies
which have been pursued under it; and the result has been
that the people, sitting as a high court of justice, have de-
creed that the gold standard has failed to meet the promises
made in its behalf, and that silver must be restored to its
rightful place as a coequal with gold.

It is true that there is not complete unanimity in the
plan to be pursued in restoring silver to the position of
primary money, but there is a growing determination that
some measure be adopted that will result in the rehabilita-
tion of silver.

In 1930, in various parts of the United States, organiza-
tions were effected for the purpose of awakening the Ameri-
can people fo the importance of restoring silver to its rightful
place. The Senator from Nevada [Mr. Prrrman] and myself
offered resolutions in the Senate challenging attention to the
continued decline in commodity prices and to the impor-
tance of obtaining for silver a suitable place in the monetary
systems of the world, in order to avert the disastrous conse-
quences that would follow a further decline in the price of
silver.

The Senate Committee on Foreign Relations made a com-
prehensive study of the effect upon commodity prices by
reason of the demonetization of silver; and later a committee
in the House of Representatives devoted considerable time
to a study of the silver question, and the effect upon the
economic and industrial conditions of this and other coun-
tries by reason of legislation and policies which had resulted
in depriving silver of its status as primary money. Since
then there has been an increased interest in this and other
countries in the so-called “silver question ”, and organiza-
tions have been formed in this and other countries to pro-
mote the rehabilitation of silver.

Mr. LEWIS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Utah
yield to the Senator from Illinois?

Mr. KING. I yield.

Mr, LEWIS. Will the Senator from Utah, acquainted and
qualified as I know him to be on this subject, at this point
explain in what way he concludes that silver was de-
monetized; and at the time tc which he refers what was the
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particular thing which, in his judgment, served that purpose
and accomplished that object?

Mr, KING. I cannot, in the limited time at my disposal,
adequately deal with the matter suggested by my eminent
friend from Illinois. I can only submit a few observations
hoping that they may have some bearing upon the matter
under discussion and meet in a small way his inquiry.

Until 1816 gold and silver were recognized as primary
moneys in substantially all countries of the world. Bimet-
allism was a part of the monetary systems of most nations.
As is well known, among primitive peoples commodities were
exchanged, and barter was the universal rule; but as civili-
zation advanced and infernational relations increased, it was
found imperative that there should be a medium of ex-
change—a measuring rod—a plan under which commercial
transactions might be facilitated and balances of trade
which resulted from such transactions settled. It was dis-
covered that gold and silver were better suited for monetary
purposes than any other metals, and it was also discovered
that there was a natural ratio between these two metals.
When 1 ounce of gold was taken from mother earth there
were between 14 and 16 ounces of silver mined. It was rec-
ognized that the production of the two metals went hand in
hand at a ratio of 14 or 16 to 1. By custom and by regula-
tions and laws, gold and silver were made the moneys of
most countries. Credits were extended, based upon agree-
ments to pay in gold or silver, or both. Taxes imposed upon
the people for the maintenance of governments were met
by the payment of gold or silver, or both.

In the days of Napoleon gold and silver were universally
recognized as the moneys of civilized nations, and consti-
tuted the base upon which currencies and credits were rested.
Bonds and obligations of governments were payable in these
metals. England and France, and other European countries,
coined both gold and silver at a ratio of 15 or 151 to 1.
When they issued securities, those who purchased the same
understood that they were to be paid in gold or silver, or
both. Bankers and fraders, as well as the people, realized
that the quantity or amount of money available greatly
influenced trade and commerce. When gold and silver were
abundant, it was discovered that wages were higher and
commodity prices were enhanced; and, conversely, when
there was a limited amount of gold and silver in circulation,
prices fell and labor was poorly paid. The holders of securi-
ties were not indifferent to this fact, and greedy and selfish
persons sought to limit the circulating medium. Accord-
ingly, in 1816, bankers and financial interests, including
the Rothschild family, secured the demonetization of silver
in Great Britain. They perceived that i” money was scarce
it would be dear and commodities would be cheap. Indus-
trialists in Great Britain, knowing that their country had but
a limited supply of raw materials, believed that it would be
to their advantage if a monetary system were adopted that
would cheapen commodities and increase the price of money
measured by toil and commodities.

British consols and other securities, following the Napoleo-
nic wars, were held by the Rothschilds and a limited num-
ber of bankers, and they secured legislation in 1816 which
closed the mints of Great Britain to the coinage of silver
and practically placed Great Britain upon a gold-standard
basis. The obligations of the Government then became pay-
able in gold and, with the demonetization of silver, gold ap-
preciated in value measured by commeodities; as a conse-
quence of which bonds, consols, and other securities became
more valuable. The value of raw materials needed by Great
Britain, when measured by gold, were of less value. This
was the first important assault made upon bimetallism and
its consequences in Great Britain were calamitous. The
values of commodities were reduced; tens of thousands of
landowners lost their holdings; wages were reduced; and
poverty and distress came to the British people. France,
the United States, and other nations did not then follow
Greatf Britain, but continued their use of gold and silver as
basic money. Predictions were made by eminent economists
and statesmen that the destruction of either gold or silver as
primary money would result in disastrous consequences to
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the people. When Germany defeated France in 1871, she ex-
acted a monetary indemnity consisting of $1,000,000,000 in
gold. France paid this stupendous sum, and thereupon Ger-
many—doubtless influenced by the course of Great Britain
in 1816—demonetized silver and adopted the gold standard.

I might add parenthetically at this point that there is
much hypocrisy in the contention that silver is unworthy
of the position of primary money and that gold alone is en-
titled to the high distinction of being basic money. Ger-
many’s course emphasizes this fact. When California and
Australia, between 1849 and 1856, were pouring into the
channels of trade and commerce great streams of gold, Ger-
many and a number of other European nations contended
that gold was the cheap metal, that silver alone was worthy
to be crowned as primary or basic money, and therefore
demonetized gold. But when the stream of gold was greatly
reduced, and the silver mines of Nevada gave to the world
hundreds of millions of ounces of silver, then Germany con-
tended that silver was the cheap money and gold alone was
primary money.

As Senators know, our monetary system was bimetallic,
The Constitution recognized that fact, and bimetallism was
adhered to by our Government until 1873. I shall not tres-
pass upon the time of the Senate to point out the devious
course pursued by certain interests in the United States
following the Civil War, a course which culminated in the
demonetization of silver in 1873. A measure was passed by
Congress, which it has been charged was done surreptitiously
if not corruptly, which in effect resulted in the demonetiza-
tion of silver and the enthronement of gold as the sole basic
money of our Government.

President Grant, a year after he had signed the bill, made
inquiries as to why silver was not being minted, and when
told that silver had been demonetized, demonetized by an
act which he signed, he expressed surprise and insisted that
he was not aware when he signed the bill that its effect was
to close the mints of the Government to the free coinage
of silver.

Similar serious economic and industrial disturbances re-
sulted in the United States by reason of the demonstization
of silver, as had occurred in Great Britain following the
adoption of the gold standard there in 1816. Between 1873
and 1880 property values in the United States shrank
hundreds of millions of dollars. Unemployment was Nation-
wide and a depression more serious than any the country
had ever passed through was visited upon the people. In
1896 we were still suffering from the evil effects of silver’s
demonetization.

I might add in passing that the great leaders of the Re-
publican Party—McKinley, Garfield, even John Sherman,
and others—had declared in favor of bimetallism, and yet,
in 1896, when the issue was sharply drawn, the Republican
Party condemned Mr. Bryan and the Democrats because of
their demand that silver be restored to the high station
which it occupied from the foundation of the Government
until it was struck down in 1873. With the defeat of Mr.
Bryan, the gold monometallists rejoiced here as elsewhere.
They believed that bimetallism was dead and that gold alone
was to be primary money.

Mr. President, I beg to assert that sooner or later the
people of this and other countries will realize that the
assault upon silver was a serious wrong, the effects of which
have been visited upon many lands and the evil conse-
quences of which still persist. So long as it becomes neces-
sary to have a metallic base so long it is imperatively re-
quired that that base be sufficiently broad to sustain the
currencies and credits of the world. The narrow base of
gold, consisting of approximately $11,000,000,000, is wholly
inadequate to meet the demands of individuals, communi-
ties, and nations. The inadequacy of the gold standard is
demonstrated every day. The demands for irredeemable
paper money for wild inflationary schemes are strengthened
by reason of the fact that the people believe that the gold
standard has failed, that the mcnetary supply of gold is not
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sufficient to maintain the credits and to meet national as
well as international requirements.

It is admitted by gold monometallists that the monetary
policies of the world are unsound, as a result of which
many schemes are suggested to relieve the financial situa-
tion, to increase prices, and to lead the world from the
valley of depression to the uplands of peace and prosperity;
but most of them lack merit or validity. More and more it
is recognized that the rehabilitation of silver would lead
the way out of the financial and economic morass in which
we find the world.

Mr. President, I have very imperfectly and, of course,
very inadequately responded to the inquiry of my learned
friend from Illinois.

Mr. LEWIS. Mr. President, I rise to say that the reply
of the Senator has been comprehensive and very informing,
for which I thank the Senator.

Mr., KING. Mr. President, I appreciate the generous
sentiment of my friend, the Senator from Illinois.

I now return to the matter under discussion. The Demo-
cratic Party declared in its platform in favor of silver’s
rehabilitation, and President Roosevelt indicated his ap-
proval of the resolution. That he will exercise all right-
ful authority to redeem the pledge of his party, I have no
doubt. The policy of the administration thus far indi-
cates that the gold standard, as it has been understood and
applied since 1873, when silver was demonetized in the
United States, does not satisfactorily meet the economic and
industrial conditions of this and other countries.

When the Naticnal Economy Emergency Act was under
consideration in May of last year, the question of giving to
silver an improved monetary status was under censideration.
Senator WraEeeLEr and myself prepared an amendment to
this measure which authorized the President to fix the
weight of the silver dollar in grains 0.9 fine, as a
definite fixed ratio, in relation to the gold dollar, at such
amounts as he finds necessary and to provide for the un-
limited coinage of such gold and silver at the ratio so fixed.
This amendment was accepted and became a part of the
act referred fo.

In addition, the act contains a provision “ that all forms
of money issued or coined by the United States” which, of
course, includes all our silver currency, shall be full legal
tender for all debts, both public and private. This provision
gives to our standard silver dollars, as well as all silver cur-
rency, the status of primary money. If is a recognition of
the importance and necessity of supplementing gold and add-
ing to the metallic monetary base of our financial system.

There are some persons who are demanding that several
billion dollars of irredeemable paper money be issued by the
Federal Government. Some within this class would make all
currency irredeemable in specie and would use silver only as
token money. In my opinion the American people will not
accept this view; they will not follow the inflationary policies
of Germany and Russia; they prefer rather the faith of the
fathers and will contend that gold and silver shall con-
stitute the metallic base upon which to rest the credits and
currencies of the Government. If is believed by many thal
if resort were had to large issues of irredeemable paper
money the remonetization of silver would be postponed for
an indefinite period. I believe the time is ripe when the true
friends of silver should unite to secure its rehabilitation.
Personally, I am in favor of bimetallism in the sense that
that word has been used. I favor the unlimited coinage of
gold and silver at a ratio to be agreed upon—preferably 16
to 1—and that all forms of money issued or coined shall be
maintained at a parity at the ratio fixed.

Notwithstanding the fact that the price of gold as fixed by
the Treasury varies from day to day, I do not regard this
situation as an obstacle to the fixing of a ratio between
silver and gold, and the adoption of a bimetallic or double
standard based upon the ratio so fixed. In my opinion, nocw
is the time for the friends of silver to unite in an effort to
secure by legislation, in the event that the President shall
not exercise the authority conferred upon him by the act of
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May 12 of this year, the restoration of silver to its high
station as a part of the primary money of our country.

I have no doubt that if the United States shall adopt
bimetallism, other nations will promptly follow its lead.
Mexico and the Central and South American Republics are
not only friendly to silver but, in my opinion, will welcome
bimetallism; and when I use the term “ bimetallism " I mean
the use of both gold and silver as equal bases for all currency
issues. I mean that both gold and silver, at the ratio so fixed
and all currency issued, shall perform all monetary functions
and shall be receivable in payment of all debts, public and
private. The silver question in this broad aspect is not a
partisan question, but it is one which affects the interest of
all countries and all peoples.

Genuine bimetallists are not so much concerned in helping
silver as they are in benefiting the world.

While it is true that the mineral products of our country
would be increased in value, the gquestion at issue far out-
weighs any consideration of that character. The world
today needs a broader metallic base, a sounder financial
structure, and a better monetary system.

With silver and gold linked together, performing the func-
tions of primary money, and constituting the solid base upon
which currencies rest, confidence in our financial system will
be restored and an important step will be taken toward re-
lieving this and other countries from the depression which
has brought such woe and sorrow to the peoples of the world.

Mr. President, recently a committee was organized by the
governors of the 11 Western States for the specific pur-
pose of assisting the President of the United States and
Congress in their efforts to stabilize the relation of the
white metal to gold in the monetary systems of the world,
in order that economic conditions may be improved. Mr.
George W. Malone, State engineer of Nevada, was named
as the chairman of the commission so created.

A statement has been prepared by him, representing the
commission referred to, which embodies, as he states, the
principles necessary to be included in any legislation on
this important matter. The statement, together with sup-
porting data, analyzes the two fundamental principles upon
which, he declares, bimetallists can agree, namely: * First,
that silver must be a primary or basic money metal by law,
and, second, that the price must be stabilized in the proper
relation to gold, by law.”

I ask unanimous consent that the statement may be
printed in the Recorp and also that it be printed as a
public document. :

The PRESIDING OFFICER. Is there objection to the
request of the Senator from Utah?

There being no objection, the request was granted.

The statement is as follows:

STaBILIZATION OF GOLD AND SmLver (S.Doc. No. 111)

(Statement by George W. Malone, State engineer of Nevada and
chairman of the silver committee, created by the governors of
the 11 Western States)

This committee was created for the specific purpose of assisting
the President of the United States and our national representa-
tives in their efforts to stabilize the relation of the white metal to
gold in the monetary system of the world to the end that general
economic conditions may be improved,

PRESIDENT'S ANNOUNCEMENT

President Roosevelt's recent announcement providing for addi-
tional coinage of silver at the stabilized price of 64.5 cents an
ounce is regarded as the first definite step toward the rehabilita-
tion of silver but is not in itself alone sufficient to restore the
‘white metal to its necessary monetary place or to affect perma-
nently commodity prices. '

5 PRINCIPLES

There are two definite basic principles that silver and monetary
experts generally agree must be adopted if any permanent results
are to be had, neither of which has so far been done:

First, That silver must be reestablished as a primary money
metal by law, along with gold.

Second. That the price must be stabilized in the proper rela-
tion to gold, by law.

STABILIZATION

The specific reason for establishing the two metals as primary
money and stabilizing the proper relation between them is, to
quote that eminent world-recognized authority on monetary mat-
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ters, Edward Tuck, that “in studying the question of bimetallism
one should keep clearly in mind: First, money is not the value for
which, but the value by which, commodities are exchanged and
debts are paid.”

If that is true, and it is so clear that it hardly admits of argu-
ment, then any system that contemplates a constantly changing
value for money and a stabilized price for commodities would he
comparable to a changeable length for a yardstick and a stabil-
ized price per yard for all kinds of cloth; the thing that obviously
defeats the theory, even if it were possible to change the standard
length of the yardstick every day, is the changing relation between
the value of the different kinds of cloth itseif. It is evident that
the first important thing is a standardized yardstick, and money
is the yardstick of value.

FREE COINAGE

The bugaboo of the free and unlimited coinage of silver has
been the fear that we would be flocoded with all the silver of all
the countries of the world.

It will be remembered that we are now definitely a creditor
instead of a debfor Nation; therefore the tide of exchange has
turned. In addition to this fact, we are owed approximately
$4,000 000,000 by these nations.

If this were not true and all of the available silver did come
into the United States Treasury, it was established by the Somers
Congressional Committee after an exhaustive investigation in
1932-33, that approximately 600,000,000 ocunces of silver would be
the absolute outside figure that is available and could be
be brought in.

It will be seen that this would have very little Influence as
against the gold now in the United States, especially when the
new price is considered. If this be true, then only two other
things could happen:

1. They could return the certificates to the United States Treas-
ury and demand their silver back, in which case we would be out
nothing but the cost of the trahsaction; or

2. They could buy goods in the United States with the certifi-
cates, in which case our foreign trade would be acceierated to
that extent with the silver-producing nations and would un-
doubtedly result in higher commodity prices.

Additional metal backing is a widely recognized necessity for
the approximately 85,600,000,000 worth of currency outstanding
in America, and silver should be remonetized as a basic money
metal with gold in the proper economic relation if commodity
prices are to be permanently affected.

COMMODITY PRICE EFFECT

This will prevent a recurrence of what history shows to be
always the result of setting a commodity price on the white metal.
The war time purchasing act is an example. This provided for
the melting and sale of 200,000,000 silver dollars then held in the
United States Treasury, to England at $1 per ounce, to be replaced
from domestic production at the same price. This resulted, to
quote that eminent jurist, Frank H. Norcross, of Nevada, United
States Federal Court, western jurisdiction, who, in 1922, said:
“ Whatever may be sald for the gold standard, it cannot be said
that it had its inception in any spirit of altruism.

“For a score or more of years Uncle Sam has been supplying
40 percent of the world's silver output. It would seem that he has
failed to comprehend the importance of that fact. For a recent
illustration: Uncle Sam produced 75,000,000 ounces of silver in
1915. That year the ratio of production of silver to gold was tha
lowest of record, 7 to 1. With war prices on other products
prevailing, Uncle Sam, without protest, permitted British influ-
ences to drop the price to the lowest figure in the history of the
metal, a price ratio of 40 to 1. Great Britain needed silver badly
for her East Indian colonies, where it was transferred at a profit of
300 percent. A couple of years later more silver was required
for India than the regular market afforded. Uncle Sam was
offered a dollar an ounce for his whole Treasury stock. Appar-
ently delighted over the opportunity, he shipped to Indla nearly
300,000,000 ounces—all he had. Great Britain only made a trifie
less than a hundred million dollars on that deal and still owes
us for the silver.” After this transfer was accomplished silver
was again forgotten. The total amount was never replaced at the
agreed price. Any plan other than a definite place as primary
money and the relation between the metals established by law
wiil again, in the last analysis, subject this important metal to
the same treatment.

The monetary history of the nations shows periodical attempts
to gain advantage by manipulation of the money standards of the
world, which in every case has been only temporarily successful.
The pendulum has swung back and forth two or three times from
a bimetallic to a single standard and it would seem from recent
events that we are about ready to again recognize the truth of the
statement quoted by Tuck, of that great economist Turgot,
who, as Minister of Finance to Louis XVI, said, " Gold and silver
are constituted money, and universal money, by the nature of
things, independently of all convention and all law.”

England has always taken the lead in establishing the value and
the relation between the money metals, and it has not always
operated to our advantage. Eighty percent of the silver of the
world is produced in North America, yet the silver market is fixed
in London; therefore, it is believed that the time has now arrived
for the United States to set the pace and establish the kind and
amount of our medium of exchange best suited to serve the
majority of our people.
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PRODUCTION AND FRICE

If the United States were to purchase the entire annual do-
mestic output of silver at the present legal figure of $1.29 an
ounce, instead of the announced price of 645 cents, and the pro-
duction should again reach the normal of approximately 50,000,000
ounces annually, which is practically twice the present output, it
"would take fully 20 years to add a billion dollars to the currency
For over 400 years the ratio of world production of silver to that
of gold has been approximately 15 to 1.

SUPPORT

It is thought that these principles may bring together 3 out of
the 4 distinct groups, the inflationists, the ultra-conservatives, and
the primary money-silver group, leaving only the commodity-silver
purchase advocates. It would provide conservative, safe, and
sound expansion of the monetary system.

COOPERATION

As long as the President’s action can be ed as a prelimi-
nary effort to arrive at a proper price to stabilize the relation
between the two metals, the silver-producing States, which include
Illinois, Michigan. Missouri, North Carolina, Pennsylvania, Tennes-
see, Texas, and Vermont, in addition to the 11 Western States of
Colorado, Wyoming, Montana, New Mexico, Washington, Oregon,
California, Arizona, Idaho, Utah, and Nevada, will continue to
cooperate with him.

EFFECT OF STABILIZATION

Even If none of the things is brought about which leading
economists predict will be the result of stabilizing the price of
gold and silver in their proper relation, such as increased foreign
trade with the silver-using nations, with the natural result of
Increased commodity prices, all agree that metal-backed currency
is more stable than paper because the metal itself has an intrinsic
value without the Government stamp, and in addition, all agree
that the metal-producing States will Immediately start to absorb
their own avallable labor supply and to purchase materials and
supplies from other States. It will do for these States what the
cotton, wheat, corn, and hog program is designed to do for the
States producing these commodities, and is an essential part of the
whole recovery program.

It is freely predicted that if the price of gold and silver is
stabilized by law at their proper relative values the unemployment
problem in the 11 Western States will be reduced to a minimum
in a relatively short time,

EFFECT OF PRESENT PRICE

Some have called the increased price of 64.5 cents per ounce for
silver a 50 percent bonus for the producer, when as a matter of
fact, with the price of silver dollars set by law at $1.29 per ounce,
it will still mean a profit for the Government of 100 percent if
silver certificates are issued against the silver accumulated in
the Treasury by this method. On a basis of the former price of
82 cents per ounce the Government made a profit of over 400
percent when the silver dollars were coined.

METAL OR PAPER

Metallic money back of currency is the soundest way to insure
full confidence in the monetary system, and if a person holding a
piece of paper money knows that he can get a chunk of metal
for it—with the metal itself bearing an intrinsic value—that per-
son will not worry about the safety of the currency. Numerous
economists believe that more money should be in circulation, and
a restoration of silver to its basle place of centuries as a primary
money metal would bring about a further expansion of the circu-
lating medium.

PRODUCTION BY-FRODUCT

The average annual production of silver in the United States
during the last 30 years has approximately been 56,030,000 ounces,
falling as low as 30,000,000 ounces in 1931. The world’s annual
production has ranged from 175,000,000 to 250,000,000 ounces, with
the United States, Mexico, and Canada producing more than 80
percent of the entire amount. Most of the silver production comes
as a by-product from copper, lead, zine, and gold mines and not
from pure silver mines; therefore there would be no substantial
increase in the annual production of silver until there was an
increased demand for these other metals. )

An increase in the price of silver would not enable these other
mines to go blasting into production, because the silver content of
their ores would not justify operating unless the prices of the
other metals were much higher than their present levels, Then
commodity prices must increase before anyone benefits.

BATIO PRICE AND PRODUCTION

During the last 2 centuries silver has fluctuated from a ratio
of from 15 to 1 to 77 to 1 with respect to gold, and these extreme
variables are not justified by the record inasmuch as the produe-
tion of silver in the past 400 years has been approximately 15
times the production of gold in ounces.

METHOD

We are not advocating bimetallism, symetallism, or a purchase
program as such, but the Western States feel that if commodity
prices are to be permanently affected that the two main principles
must be recognized and established by law: First, that silver shall
be a primary money metal, which position it held throughout the
world until 1873; and, second, that the price or value in buying
power terms of an ounce of silver be stabilized in the proper
economic relation to gold.
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[Record of production, taken from the Silver Market Dictionary by
Herbert M. Bratter, p. 125]

Percentages of total mine production of gold and silver, by weight,
consisting of each of these two metals since 1493
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It will be noted that from 1483 to 1831, inclusive, shows an
average of 6.7 percent gold and 93.3 percent silver, which is almost
exactly 14 to 1, or 14 ounces of silver to 1 ounce of gold produced
since Columbus’ discovery of America.

Geo. W. MALONE,
Chairman Western States Silver Committee, Reno, Nev.

FINANCIAL TRANSACTIONS WITH DEFAULTING FOREIGN GOVERN-
The Senate resumed the consideration of the bill (S. 682)

to prohibit financial transactions with any foreign govern-

ment in default on its obligations to the United States.

The PRESIDING OFFICER. The question is on agreeing
to the amendment on page 1, line T.

The amendment was agreed to.

The PRESIDING OFFICER. The amendments reported
by the committee will be stated.

The CHiEF CLErK. On page 2, line 4, it is proposed to
strike out the word “ people ” and insert in lieu thereof the
words “to any citizen.” = ;

The amendment was agreed to.

The next amendment was, on page 2, line 5, after the words
“ United States ”, to insert the words “ or to any corporation
organized in the United States.”

The amendment was agreed to.

The PRESIDING OFFICER. If there be no further
amendment, the question is, Shall the bill be ordered to a
third reading and read the third time?
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The bill was ordered to a third reading and read the third
time.

The PRESIDING OFFICER. The question now is, Shall
the hill pass?

Mr. KING. Mr. President, it may be that some Senators
who are not now in the Chamber desire to be here when the
bill shall be finally acted upon.

Mr. JOHNSON. I know of none.

Mr. KING. I may say, then, that I have no objection,
with the understanding that if it should develop that some
Senator desired to be present, I may move for a reconsid-
eration.

Mr. JOHNSON, Very well.

The PRESIDING OFFICER. The question is, Shall the
bill pass?

The bill was passed, as follows:

Be it enacted, etc., That hereafter it shall be unlawful for any
person within the United States or any place subject to the juris-
diction of the United States to purchase or sell the bonds, szcuri-
tles, or other obligations of any foreign government issued after
the passage of this act, or to make any loan to such foreign gov-
ernment, including any political subdivision thereof, while such
government or political subdivision is in default in the payment
of its obligations, or any part thereof, to the Government and/or
to any citizen of the United States or to any corporation organized
in the United States. Any person viclating the provisions of this
act shall, upon conviction thereof, be fined not more than $10,000
or imprisoned for not more than 5 years, or both.

BEc. 2. As used in this act the term * person " includes individual,
partnership, corporation, or association.

Mr. ROBINSON of Arkansas subsequently said: Mr. Presi-
dent, earlier in the day, while I was unavoidably absent from
the Chamber, it appears that a bill was considered and
passed by the Senate which penalizes with a fine of not more
than $10,000 or imprisonment for not more than 5 years, or
both, any purchase or sale of securities issued by a foreign
government at a time when the foreign government is in
default on indebtedness to this Government or to any citizen
or corporation of this Government.

‘That means, according to the express language employed,
that if a person owns a bond issued by one of the foreign
governments in default on ils obligations to this country, or
to any citizen or corporation in this country, and sells it to
another citizen of the United States, he commits a peniten-
tiary offense. It means that every foreign bond now pos-
sessed by a citizen of the United States is, by provision of
law, made nontransferable, and the holder of the bond, no
matter what his extremity or his necessity may be, if he sells
it, is subject to imprisonment in the penitentiary and to
heavy fine.

I enter a motion to reconsider the vote by which the bill
was passed.

Mr. WALSH. Mr. President, is it possible that a provision
of that seriousness escaped the attention of the members of
the committee?

Mr. ROBINSON of Arkansas.
it is literally true.
is as follows:

That hereafter it shall be unlawful for any person within the
United States or any place subject to the jurisdiction of the United
States to purchase or sell the bonds or other obligations of any
foreign government, including any political subdivision thereof,
while such government or political subdivision is in default in the
payment of its obligations, or any part thereof, to the Government
and/or to any cltizen of the United States or to any corporation
organized [n the United States. Any person violating the provi-
glons of this act shall, upon conviction thereof, be fined not more
than $10,000 or imprisoned for not more than 5 years, or both.

Sec. 2. As used in this act the term “ person” includes indi-
vidual, partnership, corporation, or association.

I do not know the limitations in the mind of the distin-
guished Senator from California [Mr. Jounson]l, who intro-
duced the bill. I am sure that he did not intend to render
valueless or nontransferable bonds that are owned by citizens
of the United States.

Mr. FESS. Mr. President, will the Senator yield?

Mr. ROBINSON of Arkansas. Certainly.

Mr. FESS. I understood that the bill had been amended
so that it applied only to securities issued after the passage

It is not only possible but
The language of the bill as reported
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of the act. It does not include what the Senator has in
mind at all. If it does, it is not at all what I thought it was.

Mr. ROBINSON of Arkansas. There is, I find on exam-
ination of the desk copy, in the draft as it was finally passed,
an amendment limiting the application of the penalty to
securities issued after the passage of the act. Buf, Mr.
President, this is a very extraordinary hill even as modified.
It is a very extraordinary provision of law to put a man in
the penitentiary, or fine him $10,000, for buying a bond or
other security.

I enter a motion to reconsider the passage of the bill.

Mr., JOHNSON. Mr. President, may I suggest, if it is
desired to argue the propositicn, that we argue it and present
it fully? I shall be very glad to do so.

Mr, ROBINSON of Arkansas. I shall not go further into
the matter while the Senator from New York has the floor.
I was induced to make the statement that I did by
questions that were asked. I find that the bill was amended
50 as to make it applicable only to securities issued after
the passage of the act. I enter the motion and will confer
with the Senator from California and other Senators about
the matter hereafter.

Mr, KING. Mr. President, may I say that while I was
on the floor, and was discussing another measure, and
was being called from the Chamber, I suggested to the
Senator from California that I might call for a quorum
and asked him if there was any objection, so far as he knew,
to the bill. Upon receiving what I believed to be his assur-
ance that he knew of no objection, I stated that I would
not call for the quorum, but if later I desired to have the
passage of the bill set aside, I understood the Senator to
say that he would assent to that and restore it to the
calendar.

Mr. JOHNSON. Mr. President, I should have been de-
lighted to argue the measure, and argue it elaborately or
in any other way, ever since its introduction.

This is no new bill that comes before the Senate. This
is a bill that was introduced in the last session, that went
to the Judiciary Committee, that was approved by the Judi-
ciary Committee, and a report filed here. Not only that,
but at the very beginning of this session I stood upon the
floor of the Senate and gave notice that I would call up
this bill and press it to a conclusion at the earliest possible
moment. It is no. 1 on the calendar.

Yesterday, in the debate that ensued upon the amendment
presented by the Senator from Missouri [Mr. Crarkl, I
called attention to the bill, and to the fact that it was num-
ber 1 upon the calendar; and today it was the first bill
called.

I want no man to have any misunderstanding or any mis-
conception of the measure; and I shall be delighted to take
it up in any fashion that may be desired and argue it upon
the floor or meet with my friend from Arkansas and talk
over the matter in any way that he may desire.

Mr. ROBINSON of Arkansas. I content myself with
merely entering the motion to reconsider now, and we will
discuss the subject and confer about it later.

Mr. JOHNSON. Very well.

Mr. McKELLAR. Mr. President, would the Senator objert
to restoring the bill to the calendar?

Mr. JOHNSON. Let it stay as it is. The motion has
been made. I will do nothing in the interim, and then we
will confer respecting it.

Mr. ROBINSON of Arkansas. The motion that has been
made will delay the sending of the bill to the body at the
other end of the Capitol.

Mr. JOHNSON. I assume S0.

Mr. ROBINSON of Arkansas. And I am entirely content
with the arrangement to which the Senator has agreed.

Mr. McKELLAR. I am very happy that that has been
done, because I had an understanding with the Senator from
Utah [Mr. Emwcl that he would call a quorum if the bill
was put upon its passage; and I did not know it had been
put upon its passage because a quorum was not called, as
has been explained by the Senator from Utah. Therefore,




448
I am very happy that the Senator from California is willing
to let that course be taken.

SUPERVISION OF FOREIGN COMMERCIAL TRANSACTIONS

The PRESIDING OFFICER. The clerk will state the next
bill on the calendar.

The bill (S. 882) to provide for the more effective super-
vision of foreign commercial transactions, and for other
purposes, was announced as next in order.

Mr. JOHNSON. I ask that that bill be passed over.

The PRESIDING OFFICER. The bill will go over.

ORDER OF BUSINESS

Mr. COPELAND. Mr. President, may I ask whether it is
the intention to go through the calendar and as to how
many bills there are on the calendar?

The PRESIDING OFFICER. The Chair is informed that
there are about 20 bills on the calendar.

Mr. COPELAND. I must be away for a few days and I
desire to get the floor for a short time, but I shall wait until
the morning hour is ended. I give notice now of my desire
to take the floor at 2 o’clock.

Mr. KING. Mr. President, if I may have the attention of
the able leader on the other side, I may say that many
of the Senators are engaged in important committee meet-
ings—a meeting of the Committee on Banking and Currency
and many others. Some 12 or 14 Senators, members of a
committee with which I am identified, will be compelled to
meet at 2 o’clock to consider a bill which must be reported
as soon as possible. The subcommittee of the Committee on
Post Offices and Post Roads, presided over by the Senator
from Alabama [Mr. Brack], is in session, and there are
others in session requiring the attendance of Senators.

Mr. McNARY. I have anticipated that situation, and I
ask unanimous consent that we defer further consideration
of the calendar for the day.

Mr. KING, I suggest that the Senator from New York
[Mr. CoreLaND] be given opportunity to address the Senate
at this time.

Mr. McNARY, I think that has been arranged for.

The PRESIDING OFFICER. Is there objection to the
request of the Senator from Oregon? The Chair hears none,
and the calendar will be laid aside for the day.

RESTRICTION OF CRIMINAL ACTIVITIES

Mr. COPELAND. Mr, President, several important votes
were taken this morning. I am sorry I was not here to
record my preference regarding each of the matters before
the Senate. It so happened that I was detained at the
White House by the President, and I am anxious to have
this reference in the Recorp so that it will be apparent
that I was not evading any votes which were taken.

Mr, President, it will be recalled that last spring toward
the end of the session the Senate saw fit to adopt a resolu-
tion submitted by me directing the Committee on Commerce,
or any subcommittee thereof, to investigate the subjects of
kidnaping, racketeering, and other forms of crime, Acting
on that instruction the Commerce Committee appointed a
subcommittee consisting of the Senator from Michigan [Mr.
Vanpeneerc], the Senator from Iowa [Mr. Muremryl, and
myself as chairman. This committee has been very active
during the past summer and fall. Hearings were held in
various parts of the country, notably in New York, Detroit,
and Chicago, and certain conclusions have been reached
by the subcommittee, conclusions which, I assume, should
now be presented to the Senate.

In making this presentation, we wish it to be understood
that this is a preliminary report. Our activities have dem-
onstrated that there are many crimes which deserve the
serious attention of the Senate. We shall expect from time
to time to present our conclusions so far as they are formu-
lated, in order that any legislation which may be required
shall be promptly enacted.

This morning we have 13 bills to present for the consid-
eration of various committees of the Senate. I know that
that seems like a fremendous grist to put into the legislative
mill, but many of the measures proposed relate to trifling
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changes in existing law. Those measures are intended to

stop gaps through which criminals make their slimy way.

In addition to the measures to correct existing law, we are
presenting some other plans and bills which we hope will add
to the protection of the American people against crime and
the criminal.

I regret to say, but I think it is a fact, that the popular idea
in this country is that there has been a break-down in the
administration of criminal law. It so happens that every
member of the subcommittee is a layman, so far as law is
concerned, and perhaps it was wise that in the selection of
the committee there should be appointed men who may be
considered outfsiders. Perhaps we were less bound by tradi-
tion and legend than men skilled in the profession of the law
might be.

I wish to state, however, that in the preparation of-the
measures which we will present we have had the hearty
support and cooperation of the Department of Justice. The
Attorney General himself is much concerned over criminal
activities in America. Through his instruction his assistants
have given the committee every possible aid. I wish to speak
particularly about Mr. Joseph B. Keenan, who is the Assist-
ant Attorney General in charge of investigation of criminal
activities. Mr. Keenan has shown not only an interest in
this matter but he has brought to bear upon it an in-
telligence and professional skill which I think are quite
unusual. We have had the aid, too, of the old-time experts
of the Attorney General’s Office. Therefore, Mr. President, I
should not wish you to think that because we upon the com-
mittee are laymen we have failed to avail ourselves of the
most expert legal advice we could find.

In that connection, too, may I mention that through thess
various hearings we have had the testimony and the advica
not alone of officials of government, United States district
attorneys, and other officials of the Federal Government but
we have had also the hearty cooperation and assistance of
State officials. Men from my own State—judges, district
attorneys, and eminent lawyers—have appeared and given
testimony and advice. We had in Detroit the advice of the
able prosecuting attorney of Wayne County and other
officials of that State. In Chicago we had a great gathering
of United States district attorneys, State prosecuting officers,
and others. :

We have had also the assistance of police officers, the
International Police Conference, and other active police
agents. All this work has demanded attention to many
details.

The committee is unanimous in the feeling that we have
been very fortunate in having Col. Franklin S. Hutchinson,
of Rochester, N.Y., as the official in charge of the investiga-
tion. He has from the beginning been actively at work,
and still is, and the Senate owes a great debt of gratitude .
to Colonel Hutchinson because of his work.

Mr. VANDENBERG. Mr. President—— |

The PRESIDING OFFICER (Mr. McKEeLLAR in the chair).
Does the Senator from New York yield to the Senator from
Michigan?

Mr. COPELAND. I yield.

Mr. VANDENBERG. Mr. President, while the Senator is
referring to those to whom gratitude is due for the useful
results and valuable information gathered by this subcom-
mittee, I should like to offer an observation as a member
of the subcommittee. I should like to say that the net
results of this undertaking, which is now being submitted
by the Senator from New York, and which, in my judgment,
represents one of the major challenges to this session of
the Congress, would never have accrued except for the
leadership of the Senator from New York himself; and as
one who has been permitied to labor in a humble capacity
in connection with this undertaking, I wish to state for the
Recorp that the Senate and the country are under a great
obligation to the Senator from New York, not only for initi-
ating this inquiry but for the emphasis he has put upon
it and the superlative results which he has primarily
inspired.
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‘ Mr. COPELAND. Mr, President, of course, I am very
grateful to my colleague for his kind words, but I shall not
be outdone by him. I wish to say that if there had been
any holding back on the part of my colleagues on the sub-
committee, it would not have been possible to make such

. progress as we have made; and I wish to return my thanks to
the Senator from Michigan and the Senator from Iowa for
the very energetic and intelligent assistance they have given.

I would not wish to close this preliminary statement with-
out referring to the fact that the President of the Unifed
States is tremendously interested in what we are attempting
to do. No later than this morning he has told me of his
desire to have adopted a program which will make safer the
citizens of America. There is not a mother in this country
who is not alarmed over the possibility of kidnaping in her
family; and, in that connection, I may say that there is not
a family in America safe against the menace of kidnaping.

I shall speak of one other person, one of the secretaries of
the President, Col. Louis Howe, who has been interested in
this subject for many years, and who has given the chairman
of the committee much wise advice. He brought to my at-
tention the names of a good many persons who were known
to him to be interested in this problem.

The bar associations, not alone of my city but of many
other cities, have had their attention focused upon this

‘matter; the American Bar Association also is interested in
it, and let me say to my colleagues in the Senate that if
they could have had the personal experiences during the
past 6 months that we have had, they would be restless and
sleepless until they should have found some way of dealing
with criminals. There are places in America where orderly
government has disappeared, where the underworld is in
control. I do not wish to indulge in any extravagant state-
ment, but I am here to say that unless America shall be
aroused the underworld gangster will come more and more
into control in the United States.

I see in the Senate gallery now a man whom I mentioned
a moment ago, the able Assistant United States Attorney, Mr.
Joseph B. Keenan. He went into the West, and through his
efforts and by his aid the local officials were able to bring
to the bar of justice and to sentence, many desperate crimi-
nals, some of the most dangerous men who have ever preyed
upon society in America.

If we have accomplished nothing else, I feel that we have
succeeded in arousing some degree of public sentiment.
Without public sentiment there cannot be such an adminis-
tration of criminal law as there must be if we are to be safe
in our homes, in our persons, and in our property.

Who are these criminals? One perhaps thinks about a
criminal as a man 35 or 40 or 45 years of age who, through
a lifetime of criminality, has developed a certain genius in
the direction of the perpetration of crime and the carrying
out of criminal plans. I assure Senators that if they think
that to be the case they are greatly mistaken.

I have been invited many times to go to the line-up at the
police headquarters in New York City. I never did go. I
hate crime and despise criminals, but it was demonstrated
in the various hearings that it was necessary we should go
to the very bottom of this evil. So while we were in Chicago
the committee went to the line-up in the central head-
quarters of the police department of that great city. We
went at midnight and witnessed what I am about to
describe. .

If Senators are unfamiliar with the “line-up ”, so called,
let them imagine a room with a long platform like a stage in
a theater, a platform brightly illuminated. In front of this,
in the auditorium, are the detectives. The arrested persons
are required to march across the platform and stand there
until their faces and figures are made familiar to the detec-
tives and while the prisoners are walking across, their gait is
studied.

Mr. President, I was horrified to find in that line-up a
great many persons, not one 25 years of age but all younger
than that; and over half of these men were out on probation
or parole, showing that at this youthful age they were
already hardened criminals or repeaters in crime,
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In the great prison at Sing Sing, in New York, 80 percent
of the prisoners are under 30 years of age and over half of
them under 21. The average age of the criminals in Amer-
ica is 23 years; the largest age group is found at 19 years
and the second largest age group at 18 years.

Mr. HATFIELD. Mr. President——

Mr. COPELAND. I yield to the Senator from West
Virginia,

Mr. HATFIELD. Has the Senator’s study carried him to
the background of heredity and pathological and other basic
factors that have resulted in these young men’s developing
into criminals?

Mr. COPELAND. I am glad the Senator from West Vir-
ginia asked the question, for he is a distinguished physician
and a man of great experience, a thoughtful man. I may
say that we have inquired, and at some time, either today
or at another time, I shall present to the Senate what con-
victions we have formed regarding the life history, the
inheritance, and the traits of persons who are under convic-
tion or who are charged with crime,

In my opinion, may I say to my friend from West Vir-
ginia, one of the defects in the administration of criminal
Jjustice lies in the methods of sentencing men who have been
found guilty of crime. Every person brought to the bar of
justice and found guilty of a crime, particularly a crime
of violence, should, after ¢onviction and before sentence, be
examined medically, mentally, physically, and psychologi-
cally. There ought to be another body of equal dignity with
the court to pass judgment on what shall be done with the
convicted person after the conviction is established by the
court. That answers the question of the Senator, but today
I shall not enlarge upon it.

Mr. HATFIELD. Mr. President, I thoroughly concur in
what the Senator says. In justice and humanity, that prin-
ciple should be adopted and worked out.

Mr, COPELAND. I thank the Senator, I am convinced
that, in addition to the courts that pass judgment and de-
termine the guilt of a prisoner, there should be another body
of equal dignity to determine what shall be done with the
victim after he shall have been found guilty of crime. I
presume the Senator from West Virginia concurs in that
suggestion?

Mr. HATFIELD. I concur in it whole-heartedly, Mr.
President.

Mr. COPELAND. Mr. President, it is the youth who is
the criminal. I cannot see why every father and mother in
America should not be aroused over the danger, the men-
ace, the possibility of crime entering that particular house-
hold.

Education, Mr. President, is not enough to do away with
the development of criminal instinets. The most dangerous
criminal often is the man who has the best education; his
very education becomes an aid to him in the progress of his
criminal career.

The questions which have been asked divert me from the
thought I had in mind. Nevertheless, it may not be inap-
propriate now to say that, in my opinion, there is some-
thing wrong with the church and the school and the home
in America. I have no right to criticize the church, except
my own church. I am critical of my own church in its
failure to inculcate in the hearts of those who are asso-
ciated directly or indirectly with it, those high motives
which make not alone for spirituality but which make also
for good citizenship. But I have no right to criticize other
denominations.

I do want to say, however, that in a notable book on
Crime and the Criminal, written by Judge Marcus Kav-
anagh, of Chicago, a man who was for many, many years
upon the bench, I find a remarkable statement. In that
book Judge Kavanagh said that when the churches are
full the prisons are empty. He said that 1850 was the
low-water mark of criminal activities in the country; that
at that time with a population of 23,000,000 there were less
than 7,000 prisoners in all the prisons of the country com-
mitted there for major or minor offenses. I followed up
this hint given by Judge Cavanaugh, thinking I should like
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‘to find what happened later. I did not take the figsures of
the last census because that was taken during the prohibi-
tion era, when there were many arrests, and I feared that
we might get some misconception of the real contrasting
figures; so I took 1910.

Mr. SHEPPARD. Mr. President——

- The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Texas?

Mr. COPELAND. Certainly.

Mr. SHEPPARD. May I give notice at this time that on
next Tuesday, the 16th, I desire to address the Senate on the
subject of the fourteenth anniversary of the eighteenth
amendment.

Mr. COPELAND. Mr. President, I would not deprive my
friend from Texas of that annual privilege which he has
had, and I shall be anxious to hear his speech to learn just
exactly how he feels in the light of recent events.

Mr, SHEPPARD. I thank my friend from New York.

Mr. COPELAND. In 1850, in the United States the total
number of prisoners in all the institutions was 6,637. This
means that for every 100,000 population there were in jail
at that time 29 prisoners. Instead of taking the figures
during the prohibition period I took the figures, as I said,
of 1910. The population then had increased from 23,000,000
to a little less than 92,000,000. The total number of pris-
oners in 1910 in all our jails was 111,498. This represents
121 prisoners for every 100,000 population.

I know how difficult it is to compare census figures of one
decade with those of another, hut from all the evidence I
can obtain, crime is three times as prevalent today as it
was in 1850. Senators may graw their own conclusions.
Judge Kavanagh said it is because the churches are not as
active now as in olden times. I hope this statement will be
read by ministers and that we may have the comments of
other members of the clergy than those we have already
had before our committee.

I said I have no right to criticize the church except my
own. I do not know how to reach the home. I suppose the
home would be reached through the church. I am not an
authority on that subject by any means.

But the third factor of defect in our social life is the
school. Every citizen has a right to criticize the school if
he is so disposed. I am not disposed to be very critical. It
would not be right for one who is a product of the public
school. My entire education was obtained in the public
schools—in the grammar school, in the high school, in the
State normal college, and later in a State university main-
tained by public funds. I would be the last one in the world
to find serious fault with the schools.

As a matter of fact, the parents of America see fit to farm
out their children to school teachers. They depend upon
the school teachers to teach the youngsters, not only read-
ing and writing, arithmetic and geography, history and
English, and the languages but they leave the school teach-
ers to instruct how to arrange the table, how to cook eggs,
how to enter a room, and how fo be properly introduced.
We give over to the school teachers of America the very
manners of the children, and certainly instruction in morals.

There is a great difference of opinion I find among edu-
cators as to what ought to be done about this subject.
On one of our visits to New York we had a 2-day hearing
devoted to juvenile delinquency. We had before us pro-
fessors, teachers, social workers, police agents, ministers,
and many of those interested in the social life as well as
criminal administration.

One witness said that morals and ethics cannot be taught
by precept, that it can be done only by example. With the
helief I have about the Ten Commandments and the Sermon
on the Mount, I should dislike to feel that we could not teach
something by precept.

We must find out whether or not the methods of education
should be redefined. Are we setting up the proper objectives
in education? Are we seeking simply to crowd the little
brains of our children with information and failing to im-
press upon them that the real objectives of school are in-
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volved in leading the pupils in the way of becoming good
parents and good citizens?

We have now assisting the committee of the Senate a
group of educators. At a later time the committee will
present to the Senate the suggestions made by these great
leaders of educational thought in America as to what may
be done through the public schools, through the colleges, and *
the universities to do away with the development of the
criminal instinct. My purpose now is merely to suggest that
we have in mind this aspect of the case.

Of course, our primary object was to find out how we
could stop crime, how we could stop criminals. Our spe-
cific instruction was to deal with two aspects of crime—the
so-called “racket ” and kidnaping.

I desire to speak first about the rackets, the racketeering,
the protective business rackets, the levy of tribute upon
society. In this connection I will discuss the economic cost
of crime.

Have you any idea how much crime costs America? I am
about to give you, very briefly, an outline representing the
views of a writer who had investigated this subject as to the
cost of crime. If I am not diverted from my thought, I shall
make a comment upon the figures. These figures were
printed in the Manufacturers’ Record 2 or 3 years ago, and
I desire to give you a summary of these figures as to the cost
of crime.

First. Losses through frauds, including fraudulent securi-
ties: We do not have to be reminded in the Congress about
the loss to the American people through fraudulent securities.
The Banking and Currency Committee has been in session
for the past year. It has brought out facts which show a
most outrageous state of affairs in the financial world as to
fraudulent securities—securities put out under pretense of
great worth when they are actually worth nothing. So
included in this first category are losses through frauds, in-
cluding fraudulent securities, embezzlements, forgeries,
worthless checks, and fraudulent bankruptcies, amounting
to $1,270,000,000—over a billion and a quarter dollars every
year,

Second, Property losses through burglarly and robbery:
I might say fo the Senate that I was on the way over
to Chicago for our hearing there I stayed overnight in Erie,
Pa., and in the morning my trousers and $400 had disap-
peared. I thought it was outrageously mearn. The Senator
from Arkansas [Mr. Roeinson] wants to know how I hap-
pened to have so much money. I was going to the Fair as
well as to this committee meeting, and knowing the prices
they charged over there, I thought it would be necessary for
my party to have at least that much money. But these
criminals robbed the Chairman of the Committee on Crime
of his trousers and $400!

I was interested to find, as I shall bring out later, that the
average loss from each individual crime is considerably
larger than $400. I want my leader to know that I really got
off easily.

To revert to the subject in hand, I continue reading this
classification:

Second. Property losses through burglary, robbery, trans-
portation thefts, thefts from warehouses and the mails, and
the economic value of 12,500 murdered persons total $1,160,-
000,000 every year. The average number of murders in the
United States per year is 12,500, so we have in this second
category an annual loss of $1,160,000,000.

Third. Cost of law enforcement, including police and
prison budgets, and cost of criminal justice and legal
expenditures total $4,000,000,000.

Fourth. The waste of crime. That is another most impor-
tant item. This includes 500,000 extra policemen—that is,
policemen not engaged in traffic regulation but who are
directly employed in the apprehension of criminals and the
prevention of crime—private detectives and private patrol-
men, about 500,000.

Then there are 2,000,000 crimes per year at $1,500 each.
These figures are ascertainable from the indemnity com-

“panies, insurance companies, and so forth. There are 2,000,000
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robberies, crimes, and so forth, with an average loss of $1,500,
each year.

Also, the expense of commercialized vice, the drug traffic,
the liguor traffic, and the economic value of their victims.
The figures in this category total the enormous sum of
$6.503,000,000.

According to this record then, the annual cost of crime
in the United States reaches the staggering amount of
$12,933,000,000.

I believe these figures are dependable. Even though they
did not amount to half this, the sum would be staggering;
but if they do reach 13 billions, with our annual income
reduced now to about 59 billions, it means that 25 cents of
every dollar earned in the United States is the amount levied
to pay the cost of crime. This is 10 times as great as the
combined cost of maintaining the Army and the Navy. It
is four times as much as the cost of maintenance of the
Federal Government. It represents a sum sufficient to pay
every dollar of Federal, State, and local taxation. It repre-
sents, as I have said, an amount equal to one fourth of the
annual national income. In short, one dollar out of every
four we spend is our contribution to the cost of crime.

If we had no other reason than the economic loss, we
would be anxious to do what we could to prevent such a
waste.

I desire now to speak briefly about the so-called “ rackets.”

A friend of mine in New York owned a store and decided
that he would use it for the sale of automobile accessories.
To this end he put a magnificent plate-glass front in his
store, really a showcase. When he unveiled it a young man
entered his store and said, “ You have a beautiful plate-glass
front. You should join the Plate Glass Protective Asso-
ciation.” My friend said, *“ What is that? ” He said, “ We
patrol the streets and guard the property of our members.”
“ How much does it cost? ” * Fifteen dollars a week.”

My friend said, “ Why, I cannot pay $15 a week to have
my plate glass protected. I will depend upon the insurance
companies.” “All right,” said the walking delegate. He left
the store; and the next morning my friend came down and
found his plate glass smashed. He collected his insurance,
replaced it, and had the same experience over again; and
then he could not get any more insurance.

Then what did he do? He paid tribute of $15 a week to
this scallawag organization in order that he might do busi-
ness and preserve his property and display his goods in this
plate-glass showcase.

That is a local racket. I am not bringing it to you with
any idea that that can be prevented or controlled or regu-
lated by any sort of Federal legislation. I could name you
-150 such rackets, including the laundry racket.

If you have a hotel, 3 man comes in and says, “ We want
to do your laundry.” “We do not want to change. We
are satisfled.” “All right.” The next time the laundry
goes out, with these magnificent linen sheets and pillow-
cases, and towels, and so forth, they put acid on the linen
and destroy it, and ultimately force the hotel man to hire
that particular laundry.

There are 150 of such rackets, local rackets. As a matter
of fact, most crime is local, and most of it must be con-
trolled by local forces—by the police and the judges and the
prosecuting attorneys, and so forth, of the locality.

Mr. FESS. Mr. President, will the Senator yield?

Mr. COPELAND. I yield.

Mr. FESS. I was wondering how it would be possible for
Federal legislation to correct these evils so long as the public
will permit it.

Mr. COPELAND. Federal legislation cannot correct these
evils so long as business men pay tribute, until courage is put
in the hearts of citizens of the United States, and they say,
“We will not tolerate this evil.”

Mr. FESS. As effective as a penalty might be, there is
not any such effective penalty as the condemnation of the
public if the public should become aroused.

Mr. COPELAND. Right; and not until the public is
aroused locally, so that the police do their duty and the
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judges do their duty and the jurors do their duty, can we
expect to have these nasty, wicked crimes prevented.

Mr., FESS. . The Senator from New York deserves the
gratitude of the country for making an exposition of such a
thing as this as one of the aids to better public opinion.

Mr. COPELAND. I thank the Senator. The highest
tribute we have had came from Mr. Keenan, who said that
there has been such an arousing of public sentiment that
jurors do their duty. Until we build up character and cour-
age and respect for what citizenship means, we cannot
expect to do away with or control crime.

I am not using all these words to convince Senators that
I believe it is possible to do away with crime. I know that
crime will exist and that there will be eriminals until the
end of time. Crime started back in the Garden of Eden, and
I suppose will be here when the millennium comes. But we
can do a lot to stop it; and if we do not stop it orderly
government will break down and the underworld will take
possession, as it has done in many places, as I stated a few
moments ago.

Mr. VANDENBERG. Mr, President——

The PRESIDING OFFICER (Mr. O'ManoNey in the
chair). Does the Senator from New York yield to the
Senator from Michigan?

Mr. COPELAND. I yield.

Mr. VANDENBERG. I am sure the Senator would not
want to be misunderstood in respect to one statement which
he recently made, namely, that crime is essentially local.

Mr. COPELAND. Oh, no.

Mr. VANDENBERG. Of course, it is local in its incep-
tion; but in this automotive age it has become so nonlocal
and so interstate in character that the very lack of a local-
ized entity is the reason for the committee’s work.

Mr. COPELAND. I hope I have not been misunderstood.
I insist that the great majority of the crimes which I have
included in this list are local, and should be dealt with as
such. But, beyond that, as the Senator from Michigan has
so well said, in this day of hard-surfaced roads, high-pow-
ered automobiles, and airplanes, and with the aid of the
telegraph and the telephone and the radio, there are few
crimes of organized groups which are not interstate in
nature. Of course, we are going to speak about that in
connection with the bills which we will present.

Mr. VANDENBERG. Mr. President, if the Senator will
yield further, he will recall the most vivid example we had
of the demonstration of this new interstate character of
crime in the testimony of the very able Assistant Attorney
General, Mr. Keenan, who had Just returned from his Okla-
homa prosecution of the Oklahoma kidnapers.

Mr. COPELAND. Successful prosecution.

Mr. VANDENBERG. Successful prosecution, and a very
brilliant prosecution. He brought to our notice the fact
that while the kidnaping occurred in Oklahoma, the money
passed in Minnesota, the hide-out was in Texas, and some
of the chief arrests were in Ohio. Obviously it would be
impossible to control that type of crime through mere local
activity.

Mr. COPELAND. The Senator is entirely correct.

Before I leave the subject of the rackefs I want to give
one example of a racket which is not intrastate but is a
crime involving interstate activity, and which may properly
be considered here, and in the control of which we have
prepared bills which will be useful. I refer to the poultry
rackef.

There is in my city of New York a very large Jewish and
Italian population. With those people there is a demand
for live poultry. A housewife goes to the poultry market
and selects the bird and has it killed in her presence. That
industry is so great that it amounts to about $200,000,000 a
year in New York City, so it can be seen that it is a tre-
mendous business.

The poultry comes from the West, from Missouri, Arkan-
sas, Nebraska, Wisconsin, Illinois, Indiana, and from various
southern States. Senators will remember that the geog-
raphy of New York City is such that the city itself lies on a
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narrow island, with no freight railroad reaching the island
except the New York Central, which comes down the river
from Albany. All the other railroads, like the Erie, the
Pennsylvania, the Baltimore & Ohio, the Delaware &
Hudson, the Lackawanna, the Lehigh, and others, unload
their freight in Jersey City. In Jersey City, which of
course is in New Jersey, across the river from New York,
there are poultry terminals.

The poultry is brought from the West in special cars,
“ Pullman palace cars” for poultry. When the poultry is
unloaded from the cars in Jersey City, the birds are put
into wooden coops, each coop holding abouf 20 birds. Those
coops, which are very cheap affairs, I suppose can be made
for $2. They are loaded on trucks, the trucks are faken
across on the ferry to the West Washington Market, or some
other market, and there they are unloaded.

In order to get those birds from the car they have to
be put into coops, which are rented from a concern having
a monopoly, and $1 per trip is charged for them. In
order to fill the coop, two men are employed, and then to
lift the coop from the platform to the truck, two other men
are employed, and the truck must be one which is owned by
the monopoly controlling the transportation of live poultry.
After the poultry gets across the ferry, two men must be
employed to lift the coop off the truck to the sidewalk.

It costs $321 for the 5 days consumed in the transporta-
tion of a carload of poultry from Iowa to Jersey City. It
costs $387 to unload that poultry in Jersey City and deliver it
from Jersey City over to New York, which operation takes 5
hours. The cost of the transaction has been more than
doubled by reason of the excessive charges made through
these methods demanded in the handling of poultry in the
terminal. If they do not hire the right truck and use the
right coops the poultry will never reach its destination in
salable condition. The poultry racket has become one of the
most outrageously dishonest and corrupt and vile industries
known to the criminal world.

It is not so true now, but it used to be a common thing
for someone to be killed, and that still happens occasionally.
The poultry racket has resulted in the loss of many lives.
One of the men interested told me once that the pouliry
business is dishonest from the time the egg is stolen from
under the hen to the time the cook takes a little white meat
off the wing. It is an outrageous procedure, which costs
the consumers of America hundreds of thousands of dollars
every year. That is an interstate racket, and we hope we
have found a way to control it.

Mr. MURPHY. Mr. President, will the Senator yield
to me?

Mr. COPELAND. I yield.

Mr. MURPHY. The Senator will recall, in connection
with his statement of there being a racket in New York,
that no charge is made as to the existence of any such
racket in Chicago, where the underworld has been unsuc-
cessful in racketeering the poultry business, owing to the
refusal of the men engaged in the business to accede to
the demands of the racketeers seeking control of the labor
unions; making it evident that it is something which can
easily be corrected by law.

Mr. COPELAND. Mr. President, my colleague on the
committee, the Senator from Iowa, is correct, and I think
that his personal efforts in Chicago, through his activities
upon this committee, have resulted in a correction of many
of the evils which did exist in the poultry industry in that
city.

In connection with the poultry industry, I will present
the first bill framed by the committee, which is a bill to
amend the Packers and Stockyards Act. We ask that this
particular bill be referred to the Committee on Agriculture
and Forestry. Its purpose is to place under the jurisdiction
of the Department of Agriculture the poultry industry in the
same manner in which the industry having to do with
cattle and other livestock is placed under that Department.
The industry interested in sheep, hogs, goats, and all sorts
of animals used for meat, is regulated under the Stockyards
Act. If we can amend that act, and include poultry, there
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will be the same supervision over the terminal charges rela-
tive to poultry that is now exercised in relation to livestock.

One of the very common practices found in every large
seaport is operated through practically the same methods
that I have described in connection with poultry, except
that more violence is used. When goeds are shipped in from
abroad, and are upon the docks of the various seaboards,
the same demands are made in the way of excessive charges
and the use of monopelistic features that we find in con-
nection with the poultry business. So we also present a bill
which seeks to protect trads and commerce against inter-
ference by violence, threats, coercion, or intimidation. This
bill is presented for reference to the Committee on the
Judiciary.

Likewise, we have a bill to amend an act which heretofore
has related only to foreign commerce, exportation, so as to
include interstate commerce, transportation between the
States, in which we seek to enlarge the powers of existing
law sufficiently to give protection against such methods as
I have described. This bill is presented for reference to the
Committee on the Judiciary.

It has been found in cases involving extortion, as in kid-
naping cases, that the telephone, the telegraph, the radio,
and other means may be used for sending messages, which
in many cases would make the crime an interstate crime,
and therefore subject to Federal control. Therefore the bill
Jjust referred to should be referred to the Committee on the
Judiciary.

Before we come to the subject of kidnaping, I desire to
epeak of two other matters which have to do with property
rather than persons; and I speak now of a bill which we
are presenting which is not new to the Senate. It is new in
this form, but has been introduced in the Senate heretofore.
This is a bill providing for punishment where securities are
stolen and transported in interstate commerce or foreign
COmMmMmEerce.

Likewise, we recommend that the provisions of the
National Motor Vehicle Theft Act shall relate to other prop-
erty than automobiles. We realize the difficulty of adminis-
tration of this act, so we are seeking to aid the Department
of Justice to some extent by providing that the amount in-
volved shall be $1,000 or more, the provision of the bill being:

Whoever shall transport or cause to be transported in inter-
state or foreign commerce any goods, wares, or merchandise of the
value of $1,000 or more, knowing the same to have been stolen,
shall be punished by a fine of not more than $10,000 or by im-
prisonment of not more than 10 years, or both.

Senators will recall that in the Dyer Act there is this pro-
vision for protection as against stolen automobiles; but it is
the feeling of the committee that the provision should be ex-
tended to securities and other property as well.

Mr. VANDENBERG. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Michigan?

Mr. COPELAND. I yield.

Mr. VANDENBERG. Referring to the last bill which the
Senator from New York has mentioned, it would further il-
luminate the record if I were to state that in most instances
in the Midwestern States where we have had bank rob-
beries the stolen property has ultimately shown up, usually
in Chicago or some other metropolitan city. The only pos-
sible way in which the Federal Government could fake any
share of jurisdiction in respect to the pursuit of the crimi-
nal or in the punishment of the crime, other than the au-
thority given them under the Dyer Act with respect to the
automobile of the robber if it happened fo be stolen, is
through some such legislation as that which is here proposed,
which brings that robbery within the interstate authority of
the Federal Government through pursuit by the Federal
Government of the stolen securities. I think the net result
is tremendously to strengthen the hands of the local authori-
ties with respect to bank robberies.

Mr. COPELAND. I thank the Senator; and in this con-
nection I should like to present for inclusion in the Recorp
a memorandum prepared by the Department of Justice re-
lating to the proposed antiracketeering bills which we have
presented.
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The PRESIDING OFFICER.
ordered.
The memorandum referred to is as follows:

MEMORANDUM REGARDING PROPOSED ANTIRACKETEERING STATUTE

The accompanying draft of the proposed Federal antiracketeer-
ing statute is designed to extend Federal jurisdiction sufficiently to
permit prosecution of so-called " racketeers" for acts constituting
racketeering.

In the past such persons have been prosecuted in the Federal
courts for incidental violations of law, such as mail frauds or
income-tax evasions. The nearest approach to prosecution of
racketeers as such has been under the Sherman Antitrust Act.
This act, however, was designed primarily to prevent and punish
capitalistic combinations and monopolies, and because of the many
limitations engrafted upon the act by interpretations of the
courts the act is not- well suited for prosecution of persons who
commit acts of violence, intimidation. and extortion. Further-
more, the Sherman Act requires proof of & conspiracy, combina-
tion, or monopoly, and i% is often difficult to prove that the acts
of racketeers affecting interstate commerce amount to a con-
spiraey in restraint of such commerce, or a monopoly. Moreover,
a violation of the Sherman Act is merely a8 misdemeanor, punish-

Without objection, it is so

able by 1 year in fail plus $5,000 fine, which is not a sufficient
penalty for the usual acts of violence and intimiflation affecting
Interstate commerce.

The accompanying proposed statute is designed to avoid many
of the embarrassing limitations in the wording and interpretation
of the Sherman Act, and to extend Federal jurisdiction over all
restraints of any commerce within the scope of the Federal Gov-
ernment’s constitutional powers. Such restraints if accompanied
by extortion, violence, coercion, or intimidation are made felonies,
whether the restraints are In form of conspiracies or not. The
proposzd statute also makes it a felony to do any act aflecting
or burdening such trade or commerce if accompanied by ex-
tortion, violence, coercion, or intimidation.

The provisions of the proposed statute are limited so as not to
include the wusual activities of capitalistic combinations, bona
fide labor unions, and ordinary business practices which are not
accompanied by manifestations of racketeering.

Offenses of the character designed to be prohibited are of such
a serious nature that it is believed proper to make them felonies,
punishable by imprisonment for not less than 1 year and for as
long as the court in its discretion shall determine, and in addition
by a fine at least commensurate with the amount of the unlawful
gain, In one racketeering case prosecuted under criminal provi-
sions of the Sherman Act the unlawful gain was estimated to
exceed $10,000,000 per year, but the fine was limited by the act
to 85,000 for each person convicted. Under such clrcumstances it
might be said that crime does pay. The penalty here suggested
would cancel the benefits derived from the unlawful venture.

WarTER L, RICE,
Special Assistant to the Attorney General.

Mr. COPELAND. Besides the bills which I have men-
tioned, we have several which relate to kidnaping.

Kidnaping is in many ways the most terrible of crimes, in
my opinion. It does not seem possible that any human
being could conspire with others to seize a perfectly inno-
cent person and carry that person away with a view to
extorting money from the family. -

Of course, all these forms of rackets, as a matter of fact,
are not new. We can see today the ruins of the castles on
the Rhine and on the Danube where lived the robber barons
who collected tribute of this character. Likewise in the
East the camel caravans, loaded with spices and other valu-
ables from the East, were levied upon in the past.

There are classical instances of kidnaping, but kidnaping
is becoming all too prevalent in the United States. It is our
desire to present for the consideration of the Senate bills
which will be helpful in controlling this crime.

To this end we present a bill prohibiting the transpor-
tation of kidnaped persons in interstate commerce, and
amending the act to include certain language which I will
read. We find, from the evidence adduced before the sub-
committee, that there are many appeals made to the police
to find persons thought to be kidnaped, or at least to find
some means for the return of such persons. Of course,
there is always a question as to whether the crime is an
interstate crime; whether or not a State line has been
crossed in any manner, either by the transportation of the
victim or by a message sent by radio or telegraph or
otherwise.

A person disappears and the question is, Has he been
kidnaped? Many tfimes it is ultimately determined that
the victim was actually kidnaped and taken across the State
line, as stated by the Senator from Michigan, and as was
done in connection with a notable case. It happens then
that the Division of Investigation is called in when the clues
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are cold, when there is no opportunity to study the case at
first hand. So the committee has seen fit to recommend an
amendment to the so-called “ Lindbergh law ” providing—

That in the absence of the return of the person or persons so
unlawfully seized * * * for or during a period of 3 days, it
shall be presumed that such person or pe!‘snns have been trans-
ported in Interstate or foreign commerce *

That gives an opportunity for the Federal Govemment to
go in early, not to interfere with the local authorities buf
to get all the evidence at first hand as early as possible, on
the presumption that if the missing person has been gone
3 days he has been fransported in interstate commerce.

I should not desire to tire the Senate with any extensive
observations relative to these bills, because they are sure
to have hearings before the committee, and there will be
abundant opportunity to consider their merits or demerits.

Mr. President, we come to the question of dealing with
the criminal. One of the most difficult tasks that the pros-
ecutor has in connection with crimes of violence relates to
the disappearance of the witnesses. Many a police force—
fo use the language of that professon—has * worked up”
a good case; the evidence seems complete; the prosecutor is .
hopeful of conviction; and then he finds that his witnesses
have disappeared. The problem of the fugitive witness is
one of the great problems in the administration of criminal
law. That is particularly true of a city like mine where,
I might say, we have a 5-cent fare across to Hoboken or
over to New Jersey. The witness disappears; he goes into
another State; he is sent there either by fear or by a bribe.
It is a difficulty that has confronted the prosecutor of Wayne
County, in Michigan, where witnesses have disappeared and
gone over into Ohio.

What can be done about that? There is no power in the
Government to return a witness to a crime. The principal
may be extradited, but not the witness. If those of us who
are here now, saw a murder commifted in the District of
Columbia—and perhaps there are those here who would
like to have a murder committed [laughterl—were to go
across the line into Virginia there is no way in the world
that we as witnesses could be brought back. We have here
a bill making it a felony for a witness to a crime to flee o
another State.

My very old friend and colleague the Senator from Michi-
gan [Mr. VanpenserG] thinks he sees in this an opportunity
to help the State courts. We have an agreement in the
committee that these bills shall be presented jointly where
we are all agreed that they should be so presented; and
this one is so presented, but I do not share the optimism of
my friend from Michigan as to what can be done under if.
He hopes that a witness to a crime against the State law
may, by the operation of this proposed law, be brought back
by the United States district court, and then, when the wit-
ness is returned and within the jurisdiction of the State
court, that he may be turned over to the State court for the
benefit of the State authorities in carrying on the prosecu-
tion. Of course, I do not think that can be done, but never-
theless——

Mr. VANDENBERG. Mr. President, will the Senator
yield?

Mr. COPELAND. I wield.

Mr. VANDENBERG. Whether the theory of the Senator
from New York be a sound one or not, he will agree that
undoubtedly there will be infinitely fewer fugitive witnesses
as a result of the existence of this proposed statute.

Mr. COPELAND. There is no doubt about that.

Mr. VANDENBERG. And I remind the Senator that the
prosecuting attorney of Detroit and Wayne County testified
that, in his judgment, the mere existence of such a statute
as this will probably solve 90 percent of his prosecuting
difficulties; and if the final 10 percent cannot be overtaken
because of the adverse argument the Senator has indicated,
nevertheless the correcticn of 90 percent of the fugitive-
witness and the fugitive-defendant difficulties in Detroit
will be a stupendous contribution to the public welfare.

Mr. COPELAND. Mr. President, I think the Senator from
Michigan is entirely correct. When it is known that to flee

the State is a felony under the Federal law, one whose pres-
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ence is desired by the State court will hesitate to go away.
So it will do great good; I have no doubt about it. I hope
it may ultimately be found to be effective with reference to
the other 10 percent of the cases.

The bill I present for reference to the Committee on the
Judiciary makes it unlawful for any person to flee from one
State to another for the purpose of avoiding prosecution or
the giving of testimony in certain cases.

Mr, WALSH. Mr. President——

Mr. COPELAND. I yield to the Senator from Massa-
chusetts.

Mr. WALSH. I have not had an opportunity to hear all
the Senator has been saying. I assume he has been discuss-
ing some of the evidence presented before the special com-
mittee of which he has been chairman and to which he
devoted so much time during the recess?

Mr. COPELAND. The Senator is correct.

Mr. WALSH. I should like to hear the Senator discuss
the conclusions, if any, which the committee reached upon
what seems to me to be a very serious aspect of the whole
question of crime prevention. Many people are of the opin-
jon—and I am one of them—that the courts fail to deal
sufficiently harsh—I think we all agree that they do not
deal promptly—with crimes growing out of acts of violence.
I should like to have the Senafor inform us what recom-
mendations he proposes to make which will tend to awaken
the courts to a realization that the leniency displayed in the
past when defendants have been brought before them and
found guilty of serious acts of violence is not always well
directed. Does the Senator comprehend my question?

Mr. COPELAND. I do.

Mr, WALSH. Let me say to him, as an illustration, that
within a few days my attention has been called to three
cases in the District of Columbia of a very serious character.
One was a case where a woman's throat was slashed by a
man engaged in robbing a store; another was a case where a
bandit used a gun and shot and wounded two policemen.
My recollection is that the penalty imposed was something
less than a sentence of 2 years in each case. I must say that
I think a contributing factor to the spread of crime, par-
ticularly crimes where force is employed, is the leniency
manifested by our courts in dealing with that class of
criminals,

Mr. COPELAND. I thank the Senator from Massachu-
setts. Anything he suggests comes from a ripe experience
and sound judgment. Of course there must be celerity and
certainty. There must be certainty of apprehension of the
criminal and celerity in dealing with him. England has a
great advantage over us in speed of action.

When it comes to the question of punishment there are
two schools of thought. There is the one school believing
that the ptnishment should suit the crime, that there should
be great severity in dealing with the criminal.

Mr. WALSH, The Senator will keep in mind that I am
inquiring only about the use of dangerous weapons.

Mr. COPELAND. Yes. .In a few moments I shall pre-
sent the last bill which the Department of Justice regards
as the key bill in the control of firearms. But the Senator
has asked a question which I desire to answer more fully.

Personally—and I speak only for myself and not for the
committee in this—I do not believe that punishment of
crime is a deterrent. It will be recalled that years ago in
England they had a long list of crimes where death was
the penalty—more than 100, my friend the Senator from
Utah [Mr. Kingl informs me sotto voce. Among other
crimes the picking of pockets was punishable by death. In
order to make this law effective and to give warning to all
pickpockets that it meant death if they picked pockets, they
had public executions where everybody could come and see
the pickpockets killed. They had to give it up because there
were too many pockets picked at those public executions,
and they had to proceed to some other method of dealing
with pickpockets. [Laughter.] Of course that is an extreme
case.

But Mr. Lawes, who is the warden at Sing Sing prison and
a popular writer on penology and a great student of the
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subject, is thoroughly convinced that severity of the sen-
tence does not prevent the commission of the particular
crime so far as the remainder of society is concerned.

Mr. WALSH. But it does deprive a dangerous character
of the opportunity to repeat the crime,

Mr. COPELAND. That is true, but the Senator was not
here when I discussed this matter previously. I said, before
his return from the committee where he was engaged, that
in my judgment there ought to be another body to deal
with the prisoner after he has been convicted, a body of
equal dignity. Many of the convicted persons are abnor-
mal. They are mentally defective. They are physically
defective. They are dangerous and must be dealt with in
a way to protect society. But when we find a man who
has killed another, simply to execute him does not answer
the purpose of society.

It may, so far as he is concerned; but we ought to inquire,
I think, about why he is antisocial in his nature, and so
forth. Certainly there can be no doubt that when a man
in possessionsof his normal mental processes, who has no
excuse by reason of disease or otherwise to fail to act as a
rational person, is found to be the possessor of a gun which
he does not hesitate to use, he must be dealt with severely,
I do not disagree with the Senator from Massachusetts
about that.

Mr. WALSH. Has the committee made any investigation
of the sentences that have been imposed in the past in the
class of cases to which we have made reference?

Mr. COPELAND. The committee is now in process of
studying the question.

Mr. WALSH. I mentioned three cases called to my atten-
tion in the District of Columbia—cases of highway robbery,
where murder was attempted.

Mr. COPELAND. In one of our hearings—and I will not
mention the city—it was shocking to find how men who,
from my standpoint, ought to be incarcerated for 150 years
and who were out of prison in 2 or 3 years. Scmetimes on
one pretense or another they utterly escaped any punish-
ment whatever.

I spoke about the line-up for police inspection, where half
of them were found to be out on probation and parole.
There is something utterly wrong with the administration
of our laws with regard to probation and parole. When it
comes to the question of sentence, that, of course, is open
to debate, but certainly no judge is worthy of his high place
upon the bench unless he carries out the spirit and intent
of the law for the protection of society.

Mr. WALSH. Does not the Senator believe that if an
analysis of the cases were made public, it would have a very
good effect in calling the attention of the courts to the desire
on the part of the public for more severe sentences?

Mr. COPELAND. No Senator in this body has been more
diligent and patriotic than the Senator from Massachusetts
in the matter of taking the public into his confidence.
When we have an aroused public and when they know what
is going on in the courts and in police affairs, there will not
be this wishy-washy administration of justice.

Mr. WALSH. I am glad the Senator feels that way about
the matter.

Mr. COPELAND. Mr. President, I desire to hurry on and
get these bills before us. I ask the attention of the Senator
from Massachusetts [Mr. WaLse], who is an able lawyer. I
call attention to two bills I am about to mention.

We find that many criminals, by the aid of willing acces-
sories in the legal profession, find ways to evade final dispo-
sition of the matter before the courts. One of them is by
repeated application for writs of habeas corpus. So we are
presenting a bill which abolishes the rizht of appeal in all
cases where a writ of habeas corpus has been granted to
test the validity of a warrant of removal or the detention
thereunder, and, after hearing upon the writ, the defend-
ant has been remanded. In other words, we provide that
he can have just one chance for habeas corpus; that he can-
not keep it up for the rest of his life.

Mr. McKELLAR. Mr. President, I desire to ask the Sen-
ator a question, not about that particular matter, but in
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reference to the granting of paroles by Federal judges under
the parole law that was passed some years ago.

Mr. COPELAND. And which I introduced.

Mr. McKELLAR. Yes; which the Senator from New York
introduced. Did the committee take evidence on the subject
of paroles, and did the committee find that that law was
working well or ill?

I will say to the Senator that so far as I have witnessed
its working, it has rather been to the general benefit, in my
judgment, of conditions of crime. I recall talking not long
ago with one Federal judge who said that more than 90
percent of the men paroled had become good citizens there-
after, and were still good citizens; and I am wondering what
the evidence disclosed to the committee.

Mr. COPELAND. I am very glad the Senator asked the
question. I referred to the matter in the first part of my
remarks.

I should like to say, first, that I am a firm believer in
parole and probation as a general proposition; and, as the
Senator has said, I did introduce some years ago the bill
relating to the Federal courts. Frankness compels me to say
that unless the machinery is provided and the funds voted
for efficient application of the parole system it is a bad
thing.

We have a very able man in the Department of Justice—
Mr. Sanford Bates. He is the Superintendent of Prisons,
as I understand. :

Mr. WALSH. He is the Superintendent of Prisons. He
was formerly police commissioner of Massachusetts.

Mr. COPELAND. I regard Mr. Sanford Bates as a very
able man. At a time when I was being somewhat shaken
in my conviction regarding the value of probation and parole
Mr. Bates appeared before our committee as a witness, and
he pointed out this fact:

He said, “ Suppose a man’s sentence is 7 years. It does
not matter about the crime; but suppose his sentence is 7
years, and he continues in prison for the full 7 years. He
then returns to a cold world, where he has no welcome. He
has no job; he has no place; and pretty soon he is rebuffed
to the extent of becoming decidedly antisocial. No matter
what he was before, he becomes a foe to society, because he
is opposed by society.”

Mr, Bates pointed out how much better it is to take the
man at the end of 4 years, we will say, and put him on
parole, so that for 3 years he is under supervision. He is
not fully restored to society. Unless he is a decent citizen he
can be taken back to prison at any time. Mr. Bates said
that in that 3 years there is a rehabilitation of the man both
socially, and probably economically. That is right. I believe
in that when there is proper application of the law, where
there is supervision, and where there is money enough to

have the agents, visitors, and so forth. But if we simply take

the man out at the end of 4 years, with perhaps only a decent
history of being a good prisoner; we fake him out and turn
him loose without any supervision, and we do not know what
is going to become of him. If we are to have probation or
parole at all, we must have the man under real supervision.
That is the criticism I have to offer of the system as it is
applied at present. Where there is actually that supervision
after the man leaves prison until the end of his term, then
it is a good thing, but otherwise it has no value.

IaMr. McKELLAR. He has to have a sponsor under the

w.

Mr. COPELAND. The Senator knows what that means.

Mr. McKELLAR. Frequently that has a very real mean-
ing. I think the parole system is, on the whole, beneficial
to society. I really believe that. It ought to be admin-
istered in accordance with the highest principles of justice,
and I have no doubt that in most instances it is. Where
it will make a better citizen out of a criminal, necessarily
it is a good thing.

Mr. COPELAND. I want to repeat what I said, that I
believe in it, but unless there are appropriations to build up
the machinery for care and supervision of the man when
he comes from prison, the whole system breaks down.
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Mr. WALSH. Is not that the general practice? It is
in my State.

Mr. COPELAND. 1t is the general practice, perhaps, in
most States, so far as the cities are concerned. In the rural
sections there is not the same application of the laws which
relate to criminal jurisprudence.

The next bill has to do also with the care of the man
after he has been captured, and it relates to the abuse of the
alibi. The last resort of a lawyer defending a case is to
offer an alibi, fo attempt to prove that the client was not
af the scene of the crime at all, and he springs the alibi
proposal at the time when the prosecutor has no oppor-
tunity to investigate it. Perhaps the proper decision is not
made in the case because of the inability of the prosecutor
to break down the alibi. So we propose that the defense of
an alibi shall not be interposed in the prosecution of any
criminal case in any court of the United States unless notice
of an intention to interpose such defense is given and
entered on record in the case at the time the man is
arraigned for trial. When the case is prepared the lawyer
of the defendant says, “I am going to interpose an alibi.”
Then the prosecutor will have an opportunity to investigate
the merit of the defense and find out where the man
actually was at the time of the commission of the crime,

Another bill which we have been asked by the Depart-
ment of Justice to present is one providing that the testi-
mony of any defendant given under authority of this act
shall be given before any other testimony for the defense
is heard by the court trying the case. If a defendant is
going on the stand in his own defense, he must first give
his own testimony, and in any such trial or proceeding the
husband or wife shall be competent but not compellable to
testify for or against the other, but neither shall be com-
petent to testify as to any confidential communications
made by one to the other during marriage.

Another bill is one to authorize the consolidation of the
investigative agencies of the Government. I will not speak
at any length about that now, but the question arises as to
whether or not it may not be wise to consolidate the various
divisions and bureaus having the duty of investigating
activities of one sort or another in customs and post-office
frauds and that sort of thing.

Mr. McKELLAR. In other words, the secret service of
the Treasury Department, the Post Office Department, and
the Department of Justice are all to be consolidated. Is
that the purpose?

Mr. COPELAND, Let me read it:

That the President is hereby authorized, by Executive order or
orders, to transfer ithe whole or any part of any or all executive

agencies engaged in investigating violations of any laws of the
United States—

And so forth.

I have no convictions as to how far it is to go, and I say
that now because I know there will be a flood of protests
from many who are happy in the particular locations where
they are at present. I want to say this, in that regard,
that there will be a hearing to bring out whether or not the

| plan is wise, and how far it should go.

Mr. McKELLAR. Before the Senator leaves that, are we
to build up a Russian cheka in this country? We are getting
to have a tremendous secret-service organization, or perhaps
I should say organizations. I am not so sure about the value
of these secret-service organizations, I think they are fre-
guently used as a means of doing great wrong, and I have
my doubts about secret-service systems in a republican form
of government like ours.

I have been astounded at the tremendous growth and the
use of large sums of money for the “ secret service ”, as it is
called, of the Department of Justice. I am just wondering
whether the Senator is giving his approval, or will he, after
this investigation, advise the Senate to give its approval, to a
larger and a stronger system of secret service in our
Government.

Mr. COPELAND. Mr. President, the Senator has asked
a question, and I must answer it in all frankness.
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We have a bill dealing with that subject, which I do not
bring to the attention of the Senate today because the sub-
committee has not had an opportunity to study it. But I
think I may say that we are agreed that this bureau spoken
of by the Senator should be enlarged.

I know what evils have crept into the system in the past,
and I want to avoid them so far as possible, but the Senator
would be amazed, perhaps, to hear the responses to a ques-
tionnaire which I sent out to the 48 Governors of the States
of this Union, I asked five questions. I will not give them
in detail, but in effect. I asked, “ Do you believe that it
would be advantageous to have the Federal Government
cooperate more closely with the States in the administration
of criminal justice so far as those matters are concerned
which might possibly have an interstate significance?” I
asked a similar question locking fo what I called an Ameri-
can Scotland Yard, using the term in an Oppenheim sense,
a legendary sense, because, as a matter of fact, I say in all
truth that I believe that the Division of Investigation of the
Department of Justice in the Federal Government of the
United States is unsurpassed in this world as an investiga-
tive body and an institution for running down criminal
activities. That is my testimony, and at some other time
I am going to enlarge on it.

Mr. McKELLAR. It was alleged in the newspapers at
one time that this secret service body of the Department
of Justice investigated and rifled certain Senators’ offices
Zere in the Capitol. The Senator does not approve of that,
I know.

Mr. COPELAND. I certainly do not approve of it, and
I have some very profound convictions about certain per-
sonnel which I will discuss in private with the Senator.
But honestly administered and capably administered, this
Division of Investigation can be made a more powerful
agency for good in its field than any other arrangement
that could be suggested. That is my opinion.

As I have said, I am speaking now for myself. I want to
have an enlargement of this body and would have the Gov-
ernor of each State recommend to the Attorney General two
persons regarded by the Governor as suitable to be members
of this Division of Investigation, nominated, just as we nomi-
nate men to enter West Point. Then these candidates of the
Governors will be examined by the Department of Justice to
see whether they are worthy and well qualified. If they are,
they will be made members of the Division of Investigation,
given the training which we give all of our men—and I want
to say that it is good training—and then paid, because they
are Federal officials, from funds appropriated for the Divi-
sion of Investigation. They will then be assigned to the
particular State from which they have come.

The response has been amazing. I expected to have pro-
tests from many States where there was a firm conviction of
State rights, such as Connecticut, my neighboring State,
which is one of the strongest State-rights States in the
Union. Out of 48 Governors, 36 have responded, and 34 of
them are in favor of the plan. Almost every Southern State
approved of it.

What would these two men from the Senator’s State do?
Every State, no matter how rural may be its population or
how wide its expanse, is entitled to give the very best it can
in the way of protection against the criminal. In my native
State the sheriff of the average rural county is selected not
because he knows anything about police methods or the
apprehension of criminals but because he is a popular man,
He is made the sheriff. He is the chief peace officer. It
happens many times in my State in a rural county that the
citizen is given almost no protection, not because of any
unwillingness on the part of the sheriff but because of his
lack of knowledge of the way how to proceed in the appre-
hension of a criminal.

Mr. WALSH. Mr, President, does the Senator’s State have
a State constabulary?

Mr. COPELAND. Yes; we have.

Mr. WALSH. Do they not take care of crimes in the
rural districts?
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Mr. COPELAND. They do; but in many States there is
no State constabulary.

In the case of the two men provided for, one man would
be on cuty in his own district, and one man at the Division
of Investigation of the Department of Justice in Washington,
or central headquarters. He would be a man who would be-
come acquainted with the peace officers of the State, and at
the same time he would be the custodian of the copies of the
fingerprints. He would have at his command experts in
chemistry and bacteriology who could help to solve the ques-
tion of the crime.

We have on file here in Washington over 4,000,000 finger-
prints, the largest collection of fingerprints ever assembled;
but they are almost unavailable in time of necessity in case
of a crime happening, we will say, in Nevada or in Idaho,
because it is so far away that it takes a long time to get the
fingerprints sent on and the report returned.

To answer more fully the question of my friend from
Tennessee, I may say that I do believe that the Division of
Investigation, under safeguards, could be properly enlarged.
I think that is the view of those in authority in the Federal
Government.

The last bill I shall present which, as I said a little while
ago, is regarded by the Department of Justice as the key
bill, is the bill to regulate commerce in small firearms. I
wish to state now that there is no intention on the part of
the committee to interfere with sportsmen or to interfere
with the possession of rifles and shotguns, nor to interfere
with the possession of a pistol by a qualified person, one who
should properly have it.

It is shocking to learn what we are doing in the way of
increasing the possession of firearms in America. Since the
end of the World War we have imported from abroad over
1,000,000 pistols. Our domestic manufacturers are turning
out about 500,000 pistols per year. That means that since
the end of the World War we have added to our possession
of pistols and revolvers seven or eight millions. The life of
a revolver is almost endless under ordinary use. So, taking
the firearms we had in our possession before the end of the
World War period, and adding to that number those we have
acquired since, I suppose it is-safe to say that we have 15
or 20 million pistols in the United States.

One would not have common sense if one thought he could
prevent the acquiring of a pistol by a gangster or an under-
world character; but until we have better control than we
have now it will continue to be too easy for the gangster to
get a pistol. I know that one can go into any machine shop
and between sunrise and sunset have a pistol made, or some-
thing that would serve as a gun.

Bear in mind that in the United States 71 percent of our
homicides, our murders, are committed by the use of fire-
In England the number is 10 percenf; in Australia
17 percent; in Japan 1 percent. In the United States the
ease with which any citizen can get a pistol makes that
weapon the instrument of choice in almost all the crimes
committed. That ought not to be so.

The plan which we have contemplates first licensing the
manufacturer. The manufacturer can sell only to a licensed
retailer, who in his turn is pledeged to sell only to a person
who is authorized under the law of his State to purchase a
pistol.

Second, the manufacturer is required to file with the Sec-
retary of Commerce at least one bullet fired from every gun
he manufactures. The rifling in the gun fingerprints or
marks the bullet, so that by having on file these bullets there
can often be a determinafion as to whether the bullet came
from this gun or from that gun.

Third, the manufacturer must have a serial number sup-
plied by the Secretary of Commerce, the governmental
number.

In the next place, the ammunition maker must be licensed
and can sell only to a licensed retailer. The licensed re-
tailer cannot sell ammunition except for a gun which the
owner has a legal right to possess. If he owns a .38 Smith
He must buy .38

& Wesson, he cannot buy .44 cartridges.
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cartridges. Purthermore, the bullet in casting must have
marked on the bottom a letter.

Mr. WALSH. Mr. President, why not have the purchaser
exhibit a card at the time he buys the ammunition?

Mr. COPELAND. That is also a good suggestion. The
man who buys the ammunition will have a card which is
issued by the State constabulary, with his photograph and
his fingerprints on it, so there will not be any question about
him. The caliber of the gun will also appear on the card.
It will be well, however, to do as the Senafor suggests.

The plan of marking the base of the bullet with a letter
means that the country will be divided into sections. For
instance, New England and New York might be in A section;
Michigan and Ohio might be in B section; St. Louis might
be in C section; San Francisco in D section. The seller
of the ammunition must sell his A ammunition, for example,
only in the A territory. If a man is found murdered in
Arkansas, and a bullet is taken from the body of the mur-
dered person, and on the base the letter A is found, the
police officials know at once that that bullet came from
New York or New England, and it will be a tremendous aid
in running down the criminal.

Mr. VANDENBERG. It might be said that this finger-
prints the ammunition, precisely as now we fingerprint the
criminal.

Mr. COPELAND. The Senator from Michigan is right.

Mr. President, I ask that the last bill be referred fo the
Committee on Commerce.

We have presented today 13 hills. y

Mr. WALSH. Is the Senator’'s committee still engaged in
investigating this subject?

Mr. COPELAND. The committee is engaged in investigat-
ing it, and the committee is going to ask to be continued.

Mr. WALSH. I desire to urge upon the Senator, for I
think it is highly important, that a systematic study be made
of the manner in which violent crime cases have been dis-
posed of and an analysis made of the facts. I think such a
study will show a surprising record of extreme leniency, and
that a great deal of our trouble with this problem is due
to the fact that the courts have not dealt strictly and
harshly with those guilty of committing erimes of violence.

Mr. COPELAND. If the Senator from Massachusatts will
do us the hounor to read the committee’s record—and it is
going to be so indexed that every matter such as this can
be readily reached—he will find the testimony of judges and
of leading citizens along the line suggested by the Senator.

Mr. WALSH. As yet, however, the subcommittee has not
reached any conclusion on that question?

Mr. COPELAND, We have not yet reached any conclu-
sion.

Mr. WALSH. The Senator from New York will agree with
me that it would be well to find out how universal is the
feeling on the part of the people in our country. I read in
the press of our State and in the press'of other States that
there is a growing feeling that the courts are responsible
for allowing some things, political or legal, to bring about a
lenient disposition of these cases.

Mr. COPELAND. I think the Senator is right. I may
say to the Senate that the select committee was given an
appropriation of $10,000, and we still have $3,000 left. We
have, I think, done this work as economically as similar
work has ever been done by any commitfee; but, at the
proper time, we shall ask that the committee be continued,
so that it may operate through the coming recess, anc report
to the next session of Congress, because we have the feel-
ing—and that is the feeling of the President and of the
Attorney General and all those in authority—that this is a
problem which should be gone into to the very bottom. I am
sure the Senate will, at the proper time, give us the appro-
priation which we may ask for when we determine as to
what it shall be.

Mr. President, these bills are presented. I assume they
will be numbered and referred to the appropriate commit-
tees. In due time our committee will ask the Judiciary Com-
mittee to have hearings, perhaps grouping the various pro-
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posals we now present, and we shall present more a little
later.

It is our purpose to bring before the Judiciary Commifttee
at the proper time distinguished persons who have studied
deeply the subject; and then, of course, it is our fond hope
and expectation that these bills will be enacted into law.
My feeling is—and I am sure that it is the feeling of the
committee and of all of its members individually—that we
have already presented, Mr. President, measures which, if
enacted into law, will go far toward the control of crime in
this country. If we can get these bills enacted into law, and
then have them enforced, we believe that there will be such
a tightening up of the forces operating against criminal ac-
tivity as will be well worth while. So I urge upon Senators
that, at the appropriate time, they study these bills and give
the committee the benefit of any suggestions they desire to
make.

Further, I ask the Senate fo accept my apology for taking
so much time. I had no idea this would be so long a
speech; but I am going away tonight, I may say, to my
leader, for a few days; and so I shall not again tire the
Senate for some time.

The PRESIDING OFFICER. The several bills introduced
by the Senator from New York [Mr, CoreLaND], the Senator
from Michigan [Mr. VanpeEneerc]l, and the Senator from

‘Towa [Mr. MurpEY] will be received, printed in the REcorp,

and referred to the appropriate committees.

The bill (S. 2246) to amend the Packers and Stockyards
Act was read twice by its title, referred to the Committee on
Agriculfure and Forestry, and ordered to be printed in the
REcorp, as follows:

Be it enacted, etc., That the act to regulate interstate and
foreign commerce in livestock, livestock products, dairy products,
poultry, poultry products, and eggs, and for other purposes, ap-
proved August 15, 1921 (US.C., title 7, secs. 181-220), is hereby
amended as follows:

By adding to section 2 (a), subsection
after the word “ cattle ”, the word * poul i

Also by the addition at the end of section 201 of the following:

“The term ‘pouliry dealer’ means any person engaged in the
business (a) of buying or selling poultry In commerce for pur-
poses of slaughter, or (b) of manufacturing or preparing poultry
or poulfry products for sale or shipment in commerce.”

Sectlions 202, 203, 204, 205, 401, and 403 of said mentioned act
are amended by the addition of the words “or poultry dealer”
after the word * packer” wherever it occurs in the said men-
tioned sections.

By adding to section 305, after the words “stockyard owner ”,
the words “ or poultry dealer ™.

The bill (8. 2247) to amend section 1, title IV, act of
June 15, 1917 (U.S.C,, title 18, sec. 381), was read twice hy
its title, referred to the Committee on the Judiciary, and
ordered to be printed in the Recorp, as follows:

Be it enacted, etc., That section 1, title IV, act of June 15, 1917
(U.8.C,, title 18, sec. 381) be, and the same is hereby, amended to
read as follows:

“ Viclent interference with foreign or Interstate commerce.—
Whoever, with intent to prevent, interfere with, or obstruct or
attempt to prevent, interfere with, or obstruct the transportation
of articles to or from the United States or from any State, Terri-
tory, or the District of Columbia, to any State, Territory, or
the District of Columbia, shall injure or destroy, by fire or
explosives, or otherwise, such articles or the place or places
where they may be while in such foreign or interstate commerce,
shall be fined not more than $10,000 or imprisoned not more than
10 years, or both. The term *United States' as used in this sec~
tion includes the Canal Zone and all territory and waters, con-
gitr:i:;s:.l or insular, subject to the jurisdiction of the United

The bill (S. 2248) to protect trade and commerce against
interference by violence, threats, coercion, or intimidation,
was read twice by its title, referred to the Committee on the
Judiciary, and ordered to be printed in the REecorp, as
follows:

Be it enacted, efc.,, That the term *“trade and commerce”, as
used herein, shall include trade or commerce between any States,
with foreign nations, in the District of Columbia, in any Territory
of the United States, between any such Territory or the District
of Columbia and any State or other Territory, and all other trade
or commerce over which the United States has constitutional juris-
diction.

Bec. 2. Any person who, in connection with or in relation to any
act in any way or to any degree affecting, burdening, hindering,

(4), and section 302 (a),
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destroying, stifling, or diverting trade or commerce or any article
or commeodity moving or about to move in trade or commerce—

(1) commits or threatens to commit any act of violence, intimi-
dation, or injury to a person or property, or commits any act which
is declared to be unlawful by the criminal laws of the State, dis-
trict or Territory where the act is committed; or

(2) extorts or attempts to extort money or other valuable con-
siderations; or

(3) coerces or attempts to coerce any person, firm, association,
or corporation to join or not to join an association, firm, corpora-
tion, or group, or to buy or rent commodities or services from par-
ticular sources, persons, firms, or corporations, or to make pay-
ments directly or indirectly to any person, association, firm, cor-
poration, or group except for a bona fide consideration; or

(4) coerces or attempts to coerce any person, firm, association,
or corporation to do an act which such person, firm, association,
or corporation has a legal right not to do, or to abstain from doing
an act which such person, firm, association, or corporation has a
legal right to do—
shall, upon conviction thereof, be guilty of a felony and shall be
punished by imprisonment from 1 to 99 years, and, in addition,
by a fine which shall be at least commensurate with the amount
of the unlawful gain.

Sec. 3. Any person charged with violating this act may be pun-
ished in any district in which any part of the offense has been
committed by him or his associates or his conspirators.

The bill (S. 2249) applying the powers of the Federal
Government, under the commerce clause of the Constitution,
to extortion by means of telephone, telegraph, radio, oral
message, or otherwise, was read twice by its title, referred
to the Committee on the Judiciary, and order to be printed
in the REecorp, as follows:

Be it enacted, etc., That whoever, with Intent to extort from
any person, firm, association, or corporation any money or other
thing of value, shall transmit in interstate commerce, by tele-
phone, telegraph, radio, or oral message, or by any other means
whatsoever, any threat (1) to Injure the person, property, or
reputation of any person, or the reputation of a deceased person,
or (2) to kidnap any person, or (3) to accuse any person of a
crime, or (4) containing any demand or request for a ransom Gr
reward for the release of any kidnaped person, shall upon convic-
tion be punished by imprisonment for such term of years as the
court, in its discretion, shall determine: Provided, That the term
* interstate commerce” shall include communication from one

tate, Territory, or the District of Columbia to another State,
Territory, or the District of Columbia.

The bill (S. 2250) to punish the transportation of securi-
ties in interstate or foreign commerce was read twice by
its title, referred to the Committee on the Judiciary, and
ordered to be printed in the Recorp, as follows:

Be it enacted, etc., That this act may be cited as the * National
Security Theft Act.”

Sec. 2. That when used in this act—

(a) The term " security ” means any note, stock, Treasury stock,
bond, debenture, evidence of indebtedness, certificate of interest
or participation in any profit-sharing agreement, collateral-trust
certificate, preorganization certificate or subscription, transferable
share, investment contract, voting-trust certificate, certificate of
interest in property, tangible or intangible, or, in general, any
instrument commonly known as a security, or any certificates
of interest or participation in, temporary or interim certificate for,
receipt for, or warrant or right to subscribe to or purchase, any
of the foregolng.

(b) The term " interstate or foreign commerce " as used in this
act shall include transportation from one State, Territory, or
the District of Columbia to another State, Territory, or the Dis-
trict of Columbia, or to a foreign country, or from a foreign
country to any State, Territory, or the District of Columbia.

Sec. 3. That whoever shall transport or cause to be transported
in interstate or foreign commerce any security, knowing the same
to have been stolen, shall be punished by a fine of not more than
£10,000, or by imprisonment of not more than 10 years, or both.

Sec. 4. That whoever shall receive, conceal, store, barter,
sell, or dispose of any security, moving as, or which is a part of,
or which constitutes interstate or foreign commerce, knowing
the same to have been stolen, shall be punished by a fine of not
more than $10,000 or by imprisonment of not more than 10 years,
or both.

S8ec. 5. That any person violating this act may be punished in
any district in or through which such security has been trans-
ported or removed by such offender.

The bill (S. 2251) to extend the provisions of the Na-
tional Motor Vehicle Theft Act to other stolen property
was read twice by its title, referred to the Committee on the
Judiciary, and ordered to be printed in the REecorp, as
follows:

Be it enacted, etec., That this act may be cited as the “ Na-
tional Stolen Property Act.”

Sec. 2. The term *“ interstate or foreign commerce” as used in
this act shall include transportation from one State, Territory, or
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the District of Columbia, to another State, Territory, or the Dis-
trict of Columbia, or to a foreign country, or from a foreign coun-
try to any State, Territory, or the District of Columbia.

“Skec, 8. That whoever shall transport or cause to be transported
in interstate or foreign commerce any goods, wares, or merchan-
dise of the value of $1,000 or more, knowing the same to have
been stolen, shall be punished by a fine of not more than
$10,000 or by imprisonment of not more than 10 years, or both.

Sec. 4. That whoever shall receive, conceal, store, barter, sell, or
dispose of any goods, wares, or merchandise of the value of
81,000 or more, moving as, or which is a part of, or which con-
stitutes interstate or foreign commerce, knowing the same to
have been stolen, shall be punished by a fine of not more than
§10,000 or by imprisonment of not more than 10 years, or both.

Sec. 5. That any person violating this act shall be punished in"
any district in or through which such goods, wares, or merchan-
dise has been transported or removed by such offender.

The bill (S. 2252) to amend the act forbidding the trans-
portation of kidnaped persons in interstate commerce was
read twice by its title, referred to the Committee on the
Judiciary, and ordered to be printed in the REcorp, as
follows:

Be it enacled, etc.,, That the act of June 22, 1932 (U.S.C.,
ch. 271, title 18, sec. 408a), be, and the same is hereby, amended
to read as follows:

* Whoever shall knowingly transport or cause to be transported,
or aid or abet in transporting, in interstate or foreign commerce,
any person who shall have been unlawfully seized, confined, in-
veigled, decoyed, kidnaped, abducted, or carried away by any
means whatsoever and held for ransom or reward or otherwise
shall, upon conviction, be punished by imprisonment in the peni-
tentiary for such term of years as the court, in its discretion,
shall determine: Provided, That the term °‘interstate or foreign
commerce' shall include transportation from one State, Terri-
tory, or the District of Columbia to another State, Territory, or
the District of Columbia, or to a foreign country, or from a
foreign country to any State, Territory, or the District of Colum-
bia: Provided jfurther, That if two or more persons enter into an
agreement, confederation, or conspiracy to violate the provisions
of the foregoing act and do any overt act toward carrying out
such unlawful agreement, confederation, or conspiracy, such per-
son or persons ghall be punished in like manner as hereinbefore
provided by this act: And provided further, That in the absence
of the return of the person or persons so unlawfully seized, con-
fined, inveigled, decoyed, kidnaped, abducted, or carried away
and the apprehension of the person or persons offending against
the provisions of this act for or during a period of 3 days, it
shall be presumed that such person or persons have been trans-
ported in interstate or foreign commerce, but such presumption
shall not be conclusive.”

The bill (8. 2253) making it unlawful for any person to
flee from one State to another for the purpose of avoiding
proseccution or the giving of testimony in certain cases was
read twice by its title, referred to the Committee on the
Judiciary, and ordered to be printed in the Recorp, as fol-
lows:

Be it enacted, etc., That it shall be unlawful for any person to
flee from any State, Territory, or possession of the United States,
or the District of Columbia, with intent either (1) to avoid
prosecution for a felony under the laws of the place from which
he flees or (2) to avoid giving testimony in any criminal pro-
ceedings in such place in which the commission of a felony is
charged. Any person who violates the provision of this act shall,
upon conviction thereof, be punished by a fine of not more than
&—— or by imprisonment for not longer than , or by both
such fine and imprisonment. Violations of this act may be prose-
cuted only in the Federal judicial district in which the crime was
committed.

The bill (8. 2254) to amend section 1014 of the Revised
Statutes of the United States was read twice by its title,
referred to the Committee on the Judiciary, and ordered to
be printed in the REcorp, as follows:

Be it enacted, etc., That section 1014 of the Revised Statutes
of the United States, as amended (U.S.C., title 18, sec. 591), be
amended by adding thereto the following sentence: “ The right
of appezl is hereby abolished in all cases where a writ of habeas
corpus has been granted to test the validity of a warrant of re-
moval or the detention thereunder and, after hearing upon said
writ, the petitioner has been remanded to custody for removal on
said warrant.”

The bill (S. 2255) to regulate the defense of alibi in crim-
inal cases was read twice by its title, referred to the Com-
mittee on the Judiciary, and ordered to be printed in the
ReEcorp, as follows:

Be it enacted, etc., That the defense of alibi shall not be inter-
posed in the prosecution of any criminal case in any court of the
United States unless notice of an intention to interpose such
defense is glven and entered as of record in the case at or before
the time defendant is arraigned for trial.
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The bill (8. 2256) to amend an act entitled “An act to
make persons charged with crimes and offenses competent
witnesses in United States and Territorial courts ”, approved
March 16, 1878, was read twice by its title, referred to the
Committee on the Judiciary, and ordered to be printed in
the Recorp, as follows:

Be it enacted, etc., That the act entitled “An act to make per-
sons charged with crimes and offenses competent witnesses in
United States and Territorial courts”, approved March 16, 1878
(U.B8.C,, title 28, sec, 632), be, and the same is hereby, amended to
read as follows:

*“In the trial of all indictments, informations, complaints, and
other proceedings against persons charged with the commission
of crimes, offenses, and misdemeanors, in the United States courts,
Territorial courts, and court-martials and courts of inquiry in any
State of Territory, including the District of Columbia, the person
so charged shall, at his own request but not otherwise, be a com-
petent witness: Provided, That the testimony of any defendant
given under authority of this act shall be given before any other
testimony for the defense is heard by the court trying the case.
In any such trial or proceeding the husband or wife of the accused
shall be competent but not compellable to testify for or against
the other, but nejther shall be competent to testify as to any
confidential communication made by one to the other during
mmm‘u

The bill (8. 2257) to authorize the consolidation of in-
vestigative agencies, was read twice by its title, referred to
the Committee on the Judiciary, and ordered to be printed
in the REecorbd, as follows:

Be it enacted, etc., That the President is hereby authorized, by
Executive order or orders, to transfer the whole or any part of
any or all Executive agencies engaged in investigating violations
of any laws of the United States, and/or the functions thereof to
the jurisdiction and control of the Division of Investigation of the
Department of Justice. Such order or orders shall make provision
for the transfer or other disposition of the records, property
(including office equipment), and personnel of the agencies affected
by such transfer and shall also make provision for the transfer
of such unexpended balances of appropriations available for use in
connection with the function of the agency transferred, as he
deems necessary by reason of the transfer, for the use of the said
Division of Investigation.

The bill (S. 2258) to regulate commerce in firearms was
read twice by its title, referred to the Committee on Com-
merce, and ordered to be printed in the Recorp, as follows:

Be it enacted, etc., That as used in this act—

(1) The term “person" includes an individual, partnership,
association, or corporation.

(2) The term “ interstate or foreign commerce"” means com-
merce between any State, Territory, or possession, or the District of
Columbia, and any place outside thereof; or between points within
the same State, Territory, or possession, or the District of Columbia,
but through any place outside thereof; or within any Territory or
possession or the District of Columbia.

(3) The term “ firearm ' means a pistol, revolver, or any other
firearm capable of being concealed on the person, a sawed-off shot-
gun, a muffler or silencer, a blackjack or any weapon of similar
nature, brass knuckles, by whatever name known, a tear-gas pistol
or pencil, or ammunition for any of said weapons.

(4) The term “ manufacturer” means any person engaged in
the manufacture of firearms, and the term * licensed manufac-
turer " ‘means any such person licensed under the provisions of
this act.

(5) The term “dealer " means any person engaged in the busi-
ness of selling firearms at retail, and the term “licensed dealer "
means any such person licensed under the provisions of this act.

Sec. 2. (a) It shall be unlawful for any person, except a manu-
facturer having a license issued under the provisions of this act,
to ship or cause to be shipped any firearms in interstate or foreign
commerce.

(b) It shall be unlawful for any person to receive, conceal, store,

rter, sell, or dispose of any firearm shipped in interstate or
foreign commerce in violation of subdivision (a) of this section,
knowing such firearm to have been so shipped.

(c) It shall be unlawful for any licensed manufacturer to ship
any firearm In interstate or foreign commerce to any individual
other than a dealer, or for any such individual to receive any
firearm so shipped, unless (1) the laws of the State in which such
firearm is made deliverable permit the sale of such firearms, and
(2) such individual files with the manufacture a sworn state-
ment similar to that required under subdivision (d) hereof to be
filed with the licensed dealer.

(d) It shall be unlawful for any licensed manufacturer to ship
in interstate or foreign commerce to any dealer, or for any dealer
to receive from such manufacturer any firearm so shipped, unless
(1) such dealer is licensed under the provisions of this act, and
unless (2) the laws of the State in which such dealer is located
permit the sale of such firearms therein, and (3) except where
such firearms are solely for purposes of display, the prospective
purchaser has, prior to such shipment, filed with such dealer a
sworn statement that he is authorized by or under the laws of

such State to purchase, possess, and ecarry such a firearm, and a
:eritf.;gr copy of such statement has been filed with such manu-
ac :

(e) It shall be unlawful for any manufacturer to ship in inter-
state or foreign commerce any package or container containing
any firearms unless such package or container is clearly and con-
spicuously marked on the outside cover thereof, or on a label
attached thereto, so as to show (1) that a firearm is contained
therein, (2) the name of the manufacturer of such firearm, (3) the
manufacturer’s number or other mark identifying such firearm,
(4) the caliber of such firearm, and (5) the name and address of
the consignee.

(f) Each licensed manufacturer and licensed dealer shall (1)
keep on file all sworn statements or verified copies thereof, as the
case may be, filed pursuant fo subdivisions (c¢) and (d) of this
section, and (2) file with the Secretary of Commerce, under such
rules and regulations as he shall prescribe, records of all firearms
shipped, received, or sold under the provisions of this act.

(g) Every common carrier which rts in interstate or
foreign commerce any package or container purporting to con-
tain any firearm shall keep a permanent record of all matter
marked thereon pursuant fo subdivision (e) of this section, which
record shall be open to public inspection.

(h) Each firearm other than ammunition shipped in interstate
or foreign commerce shall bear in addition to the manufacturer’s
number or other mark identifying such firearm & number supplied
by the Department of Commerce; and the manufacturer shall keep
on file at least one bullet fired from each such firearm, properly
identified as having been so fired.

(i) The Secretary of Commerce shall divide the United States
into districts, each to be designated by a letter or letters of the
alphabet and all cartridge bullets shipped in interstate commerce
shall have imprinted on the ends thereof fitting into the shells a
letter or letters corresponding to the letter or letters indicating
the district into which they are shipped.

8Ec, 3. (a) Any manufacturer desiring a license to ship firearms
in interstate or foreign commerce, or any dealer desiring a license
to receive firearms so shipped, shall make application to the Secre-
tary of Commerce who shall by regulation prescribe the informa-
tion to be contained in such application. Upon the filing of the
application the applicant shall pay a fee of 8————

(b) Upon payment of the prescribed fee the Secretary of Com-
merce shall issue to such applicant a license, which shall entitle
the licensee to ship firearms in interstate or foreign commerce, or
to receive firearms so shipped, as the case may be, unless and until
the license is suspended or revoked in accordance with the pro-
visions of this act; but no license shall be issued to any applicant
within 2 years after the revocation in the manner provided in
subdivision (c¢) of this section of a previous license issued to such
applicant. N

(c) Whenever the Becretary of Commerce determines, after
notice and hearing, in accordance with regulations prescribed by
him, that any licensee under this section has violated any of the
provisions of this act he may by order suspend the license of such
offender for a period of not to exceed 90 days, except that if the
violation is a flagrant or repeated violation of such provisions the
Becretary may by order revoke the license of the offender.

BSec. 4. It shall be unlawful for any person to ship in interstate
or foreign commerce, or import, any machine gun, or to receive,
conceal, store, barter, sell, or dispose of any machine gun so
shipped or imported.

8ec. 5. The provisions of this act shall not apply with respect
to the shipment of any firearm or machine gun used, issued,
furnished, purchased, or sold by (1) the United States, or any
department, independent establishment, or agency thereof; (2)
any State, Territory, or possession, or the District of Columbia, or
any department, independent establishment, or agency thereof,
or any political subdivision thereof; or (3) any authorized officer
or agent of the United States, a State, Territory, or possession,
or the District of Columbia, or any political subdivision thereof;
nor with respect to shipments for repairs or replacement of parts
of firearms; nor with respect to shipments for export to any foreign
country, in a parcel, package, or container labeled in accordance
with the specifications of a foreign purchaser and in accordance
with the laws of the foreign country.

Sec. 6. Any person who flles a statement pursuant to subdivision
(c) or (d) of section 2, knowing such statement to be false, or who
viclates any provision of sections 2, 3, or 4 of this act shall, upon
conviction thereof, be fined not less than $——— nor more than
—, Mbom]l:pnsonea for not less than nor more than
, or both.

Sec. 7. Special agents of the Division of Investigation of the
Department of Justice shall have, in each State, the same powers
in executing this law, as the sheriffs and their deputies in such
State may have, by law, in executing the laws thereof. The pos-
session of a firearm or machine gun which has been shipped in
interstate or foreign commerce without full and complete compli-
ance with the provisions of this act in respect of such firearm or
machine gun shall be prima facie evidence of a violation of this
act by the person in possession of such firearm or machine gun.

Sec. B. This act shall take effect days after its enactment.

Sec.9. The Secretary of Commerce is authorized to prescribe
regulations for carrying out the provisions of this act.

Sec. 10. Nothing in sections 1 to 9, inclusive, of this act shall be
construed to amend or repeal any provision of the act entitled “An
act declaring pistols, revolvers, and other firearms capable of being
concealed on the person nonmailable and providing penalty”,
approved February 8, 1927.
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Sec. 11. (a) The first sentence of the act entitled “An act
declaring pistols, revolvers, and other firearms capable of being
concealed on the person nonmailable and providing penalty "™,
approved February 8, 1927, is amended by inserting immediately
before the word *“ pistols" the words “ machine guns, sawed-off
shotguns, and.”

(b) The second proviso of said act of February 8, 1927, is
amended to read as follows: “ And provided further, That sawed-
off shotguns, pistols, revolvers, and other firearms capable of being
concealed on the person may be conveyed to manufacturers or
dealers licensed under the Federal Firearms Act upon full and
complete compliance with the provisions of such act, and may be
conveyed to manufacturers and bona fide dealers for repairs and
replacement of parts.”

Sec. 12. This act may be cited as the Federal Firearms Act.

Mr. ROBINSON of Arkansas. Mr. President, the Senator
from New York [Mr. Coperanp] and the other members of
the select committee are to be commended for the diligence
shown in the study that is being made. It relates to a very
difficult and important subject. If public sentiment shall be
sufficiently aroused, we will witness the termination of gang
rule where it exists in the United States.

Mr. COPELAND. I thank the Senator from Arkansas.

3\
TAXATION OF INTOXICATING LIQUORS—SIGNING OF ENROLLED BILL

On motion of Mr. Roeinson of Arkansas, it was

Ordered, That the President of the Senate be, and he is hereby,
authorized to sign, after the conclusion of the business of the
Senate today, the enrolled bill (H.R. 6131) to raise revenue by
taxing certain intoxicating liguors, and for other purposes.

EXECUTIVE SESSION

Mr. ROBINSON of Arkansas. I move that the Senate
proceed to the consideration of executive business.

The motion was agreed to, and the Senate proceeded fo the
consideration of executive business.

& REPORTS OF COMMITTEES

The PRESIDING OFFICER. Reports of committees are
in order.

Mr. TYDINGS, from the Committee on Territories and
Insular Affairs, reported favorably the nomination of Joseph
Ralston Hayden, of Michigan, to be Vice Governor of the
Philippine Islands, vice John H. Holliday, resigned.

Mr. WALSH, from the Committee on Education and Labor,
reported favorably the nomination of Isador Lubin, of the
District of Columbia, to be Commissioner of Labor Statistics,
Department of Labor, which was placed on the Executive
Calendar.

Mr. DILL. Mr. President, the Committee on Interstate
Commerce directed me to report to the Senate the nomination
of Frank P. Glass, of Alabama, as a member of the United
States Board of Mediation. I have learned that Mr. Glass
has died since that order was entered. For that reason
I will not submit the report, but suggest to the Senator from
Alabama that a resolution might be prepared for the pur-
pose of giving the family of the deceased the salary for the
months which he has served.

The PRESIDING OFFICER. Are there further reports of
committees? If there be none, the calendar is in order.

TREASURY DEPARTMENT

The Chief Clerk read the nomination of Marion Glass
Banister, of Virginia, to be Assistant Treasurer.

The PRESIDING OFFICER. Without objection,
nomination is confirmed.

The Chief Clerk read the nomination of Byrd Leavell, of
Virginia, to be Assistant Register of the Treasury.

The PRESIDING OFFICER. Without objection,
nomination is confirmed.

The Chief Clerk read the nomination of Mark A. Skinner
to be superintendent of the mint, Denver, Colo.

The PRESIDING OFFICER. Without objection, the
nomination is confirmed.

The Chief Clerk read the nomination of Bruce B. La Fol-
lette to be assayer in the mint, Denver, Colo.

The PRESIDING OFFICER. Without objection,
nomination is confirmed.

The Chief Clerk read the nomination of Hugh T. Rippeto
to be assayer in charge of the mint, New Orleans, La.

The PRESIDING OFFICER. Without objection,
nomination is confirmed.
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DEPARTMENT OF STATE—ASSISTANT SECRETARIES

The Chief Clerk read the nomination of R. Walton Moore,
of Virginia, to be Assistant Secretary of State.

The PRESIDING OFTICER. Without objection,
nomination is confirmed.

The Chief Clerk read the nomination of Francis Bowes
Sayre, of Massachusetts, to be Assistant Secretary of State.

The PRESIDING OFFICER. Without objection, the
nomination is confirmed.

SUMNER WELLES

The Chief Clerk read the name of Sumner Welles, of
Maryland, to be Assistant Secretary of State.

Mr. PITTMAN. The senior Senator from Idaho [Mr.
Borax] has requested that that nomination go over until
tomorrow, as he desires to be present when it is considered.

The PRESIDING OFFICER. Without objection, the nom-
ination will go over until tomorrow.

AMBASSADOR TO SOVIET UNION—WILLIAM C. BULLITT

The Chief Clerk read the nomination of William Christian
Bullitt, of Pennsylvania, to be ambassador extraordinary
and plenipotentiary to the Union of Soviet Socialist Re-
publics.

Mr. VANDENBERG. Mr. President, is it the desire to
take up this nomination this afternoon, may I inquire?

Mr. PITTMAN. It is; unless the Senator has serious ob-
jection to its being taken up this afternoon.

Mr. VANDENBERG. I should like to state that I am
entirely willing to proceed, but it will take 10 or 15 minutes
of the Senate’s time to discuss it.

Mr. PITTMAN, I think, under the circumstances, we had
better proceed with the nomination.

Mr. VANDENBERG. Mr. President, I shall deal now with
the pending nomination of the new United States Ambas-
sador Extraordinary and Plenipotentiary to the Union of
Soviet Socialist Republics, The Senate Committee on For-
eign Relations yesterday tock two actions, only one of which
has been reported in the public press. The unreported
action, in my view, was the more important and the more
significant. On the one hand, the committee voted, with
two dissenting votes, one of which was mine, for reasons
hereafter stated, to report to the Senate the nomination of
William Christian Bullitt to fill this new ambassadorship.
It occurs to me, I might say parenthetically, that it is some-
what ironical to send a * Christian” to Russia in this ca-
pacity. The other action taken by the committee was the
unanimous adoption of a resolution which I submitted re-
questing the President, if not incompatible with the public
interest, to submit to the committee and the Senate all the
papers involved in the agreement which was reached be-
tween the President and the representative of the Russian
Soviet Union upon which the recognition of the Soviet Gov-
ernment is based and the appointment of this ambassador is
predicated. My motion sought the full official information
respecting the arrangement which has been entered into
governing the contacts and the warrants which are to exist
between these two countries.

The only information heretofore available to the Con-
gress upon this subject, the only information available to
the Committee on Foreign Relations, has been the casual
information carried in the newspapers. It did not seem to
me appropriate that in a matter of this long standing and
often bitter controversy, and in a matter of this major impor-
tance in the opinion of many of the American people, that
the Senate and the Foreign Relations Committee should be
guided solely by what they had seen in the public prints.
Indeed, it would have been most unfortunate if we had
rested upon that basis of information because, if that basis
of information is to be relied upon, I am wondering what
we would say in respect to the publications that have ap-
peared indicating that Moscow has already suggested a
repudiation of the warranties that are contained in the
agreement between the two countries. I hasten to add that

the

apparently there is no foundation for this gossip of repudia=
tion. I am simply making the point, at the outset, that we
had no business to rely in a situation of this character upon
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unofficial information obtained solely from the newspapers.
1 say, with great respect, that it would have been highly
appropriate for the President of the United States to have
addressed a message to the Senate formally notifying us of
his action with respect to the recognition of Russia and sub-
mitting to us officially the agreements upon which that rec-
ognition is based. The Senate has partnership responsi-
bility with the Executive for our foreign relations, and com-
plete mutual information is at all times desirable. There
are some things that cannot be rubber-stamped, no matter
what our faith.

Mr. President, these two questions, that of the recognition
of the Soviet Government, and that of the confirmation of
the ambassador to the Soviet Union, in my view, are philo-
sophically related. I freely consent that a powerful argu-
ment can be made, and with entire propriety, that the Con-
gress has no actual jurisdiction whatsoever over the actual
act of recognition. I concede that it is exclusively an Execu-
tive function and prerogative to recognize foreign govern-
ments. But I am unable to escape the conviction, since the
recognition of this particular government has been a sub-
ject of such long-standing controversy and has been a sub-
ject of so many critical State papers under three or four
administrations, that there is at last an indirect relation-
ship between these two propositions—the proposition upon
the one hand of recognition, which is exclusively an Execu-
tive function, the proposition upon the other hand of the
confirmation of an ambassador to Russia, which is exclu-
sively a senatorial function. Underneath both there is a
common problem and a common responsibility.

Therefore, because of this belief and because of the belief
that the entire official record should be a part of the official
record of the Committee on Foreign Relations and the Senate
before any action be taken in respect to confirmation, I
offered the resolution in the committee to which I have ad-
verted. The resolution was adopted. I voted in committee
against the confirmation of Mr. William Christian Bullitt,
with the statement at the time that I did it pending the
arrival of these papers. I voted in protest against any blind
action by the Senate in advance of full official information
respecting this epochal decision which has reversed the de-
cisions of four previous occupants of the White House.

Mr. President, the State Department very promptly and
courteously responded unofficially to the spirit of the resolu-
tion by immediately sending to the distinguished chairman
of the committee the official printed copies of all of the
exchanges between President Roosevelt and Mr. Maxim
Litvinoff, the People’s Commissar for Foreign Affairs of the
Union of Soviet Socialist Republics. I now have this com-
pilation in my hand. It is an official publication identified
as Eastern European Series No. 1 of the Department of
of State. I understand that the formal report will be sub-
sequently forthcoming. Therefore, so far as I am concerned,
I am willing now to proceed upon the theory that we do
have the information in reliable and authentic form upon
which intelligently to proceed. It is for the purpose of
emphasizing the nature of these contacts and these war-
ranties and these solemn agreements that I rise to speak
at the moment in respect to the confirmation. In many
aspects, the rights and the institutions of American citizens
hang upon the integrity of these undertakings. It is my
purpose to say that time and events will vindicate the action
of the President only in the degree that these engagements
do not degenerate into diplomatic “ scraps of paper.”

Mr. President, we have no right to question the kind of
government which exists under any other flag so long as it
is a stable government in the accepted sense of that word.
Much as I have opposed the recognition of Russia, and I
think primarily upon the ground that I believe that no
country which outlaws God can rise to an acceptable place
in the parliament of nations because any such nation seems
destined for spiritual bankruptcy, regardless of what I may
have felt respecting the recognition of Russia, my attitude
certainly has not been based upon any theory that we have
any right to dictate to another people or that we have any
right to pass censorship upon the type of government which

they elect to choose for themselves. That is none of our
legitimate business.

But, Mr. President, that vital rule works both ways. That
rule is utterly reciprocal. The reason fundamentally why
I have opposed the recognition of Russia is that we, too,
have a right to elect our own form of government without
any outside interference, and so long as the Russian Gov-
ernment was engaged in subvertive propaganda officially
or semiofficially, directed from Moscow in any degree—
propaganda aimed at the destruction of our form of govern-
ment within our own United States—that we had no justi-
fication whatsoever in governmental philosophy or ethics
or international fair play to accept, on the basis of com-
mon partnership and parity in the family of nations, an
institution of that obnoxious character,

Therefore the fundamental question, so far as the recog-
nition of Russia is concerned, which has challenged my con-
cern, is this particular question whether or not we have
received adequate, dependable, reliable, and enforcible as-
surances that this sort of imported treason is to cease,
Now, let us refer to the official records and see to what
extent this result has been accomplished, at least in the
letter of the bond.

Mr. President, I want to read the first of the letters
addressed to the President of the United States by Mr.
Litvinoff. May I say before I read it that I think it is
highly important that it should be read, so that no one
beyond the seas may have any misconception of the fact
that these guaranties are fundamental and primary and
continuous so far as our relationships with the Russian
Soviet Government are concerned. They are not idle diplo-
matic gestures. They are hard realities. Because I think
it should be a part of our official record before the vote is
taken, I read the first of these commitments. It is a letter
addressed to the President of the United States by Mr.
Litvinoff: 2

My Dear Mg, PrREsIDENT: I have the honor to inform you that
coincident with the establishment of diplomatic relations between
our two Governments it will be the fixed policy of the Govern-
ment of the Union of Soviet Socialist Republics—

1. To respect scrupulously the indisputable right of the United
States to order its own life within its own jurisdiction in its

own way and to refrain from interfering in any manner in the
internal affairs of the United States, its Territories, or possessions.

Mr. President, the maintenance of the unqualified integrity
of that assurance may make it possible for friendly relations
to exist between these two peoples. But if any such promise
be made with the tongue in the cheek as these people some-
times have made promises to others, if any such promise be
made with any such reservation as sometimes attached to
similar promises heretofore, namely, that it is to be honored
in its treacherous breach, then there is no chance whatever
for a permanently friendly relationship. I think it is worth
saying emphatically and in plain language-and as an axiom
that the continuity of this pledge is just as important as the
giving of it in the first instance. Our newly acknowledged
friends cannot complain of these frank observations. I am
saying even less than previous Presidents and previous Sec-
retaries of State have said when dealing with this same
subject.

I continue with the reading of the pledge of the Soviet
Government:

2. To refrain, and to restrain all persons in Government service,
and all organizations of the Government or under its direct or
indirect control, including organizations in receipt of apy financial
assistance from it, from any act overt or covert liable in any way
whatsoever to injure the tranquillity, prosperity, order, or security
of the whole or any part of the United States, its Territories, or
possessions, and, in particular, from any act tending to incite or
encourage armed intervention or any agitation or propaganda
having as an aim the viclation of the territorial integrity of the
United States, its Territories, or possessions, or the bringing about
by force of a change in the political or social order of the whole or
any part of the United States, its Territories, or possessions,

That is an all-inclusive statement. If that statement lives
in practice as well as in precept, the future is far less jeop-
ardized than I have feared it would be in these relationships.
But, again, the good faith of the pledge is the test of its
value; and I think it is worth emphasizing upon this floor,
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as we proceed to confirm the first ambassador to the Soviets
in more than a decade, that this pledge must be continuous,
and must be henored actively and not passively, or the
relationship cannot sustain itself. Of course, we must pro-
ceed on the theory that gocd faith will be observed until or
unless there shall be subsequent demonstration to the
contrary.

But I have not finished. The pledge is even more com-
plete. I quote:

Not to permit the formation or residence on its territory of any
organization or group—

And this is particularly important because of the fact that
the Russian propaganda activities which heretofore have
been aimed at the heart of America have ordinarily been
administered through a collateral Moscow agency.

Continuing the reading:

Not to permit the formation or residence on its territory of any
organization or group—and to prevent the activity on its territory
of any organization or group, or of representatives or officials of
any organization or group—which makes claim to be the Govern-
ment of, or makecs attempt upon the territorial integrity of, the
United States, its Territories or possessions; not to form, subsidize,
support, or permit on its territory military organizations or groups
having the aim of armed struggle against the United States, its
Territories or possessions, and to prevent any recruiting on behalf
of such organizations and groups.

Again the warranty on the face of the contract is all-
inclusive.

But even this is not all. I continue the reading:

Not to permit the formation or residence on its territory of any
organization or group—end to prevent the activity on its terri-
tory of any organization or group, or of represeniatives or officials
of any organization or group—which has as an aim the overthrow
or the preparation for the overthrow of, or the bringing about by
force of a change in, the political or social order of the whole or
any part of the United States, its Territories, or possessions.

Mr. President, it seems to me that if any contract is to
be written between Russia and the United States this is
about as complete a contract as could be devised to cover
the situation which has so disturbed the viewpoint of the
United States in respect to Russian propaganda during the
past decade.

Mr. SCHALL. Mr. President——

Mr. VANDENBERG. I yield to the Senator from Min-
nesota.

Mr. SCHALL, Is this man Bullitt, who has been named
as Ambassador to Russia, the same Bullitt who, at the out-
set of this Administration, was maneuvering around in
Eurcpe, and claimed that he represented the President of
the United States?

I remember that the Senator from Indiana [Mr. RoBINsoN]
called attention to the matter at the time; and I also
remember the leader of the minority, the Senator from
Arkansas [Mr. Rozinson], stating, as I remember, that the
President denied that he had anything to do with Bullitt.
He denied him thrice before the cock could crow again.

Mr. VANDENBERG. Mr. President, I think this is the
same Mr. Bullitt; and I anticipate that the Senator from
Indiana [Mr. Rosinson] will again speak for himself on that
subject. At the moment I wish to pursue what I deem to be
a far more important phase of this matter; namely, the
foundation which has been laid beneath the act of appoint-
ment which brings this confirmation to the Senate. A
stream can rise no higher than its source, and the im-
portant thing at the moment is less the personality of Mr.
Bullitt than it is the basis of contractual relationship upon
which recognition has been granted, out of which the ap-
pointment of the Ambassador comes.

I have read the first of these letters, Mr. President. The
letter which I have read is signed by Mr. Maxim Litvinoff,
People’s Commissar for Foreign Affairs, Union of Soviet
Socialistic Republics.

In the committee on yesterday the question was raised
whether Mr. Litvinoff had the authority to bind his Gov-
ernment. So far as the committee could determine, the
answer to that question is in the affirmative. There ap-

pears to be no requirement that Mr., Litvinoff’s warranty
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must return to Moscow for any review or approval. There-

fore, I assume that we are entitled to accept this official

publication from the State Department as a literal and con-

clusive fact in respect to the protections which we seek

gﬁgimt this subvertive propaganda. I assume it is a closed
k.

I want to make it perfectly plain that I am not in the
slightest degree fearful of any raid by communism on
America. I think Mr. Stalin himself has recently said that
communism is not an exportable product. I doubt whether
it ever could be successfully exported to the United States.
But fear does not need to precede vigilance. I have been
raised in the theory that vigilance is the price of liberty.
Therefore, it has seemed to me that complete and effective
and conclusive defense against the infiltration of America
by subversive propaganda was a prerequisite to any relation-
ships of an official nature with Moscow.

It is said truthfully that European governments have re-
ceived warranties of a somewhat similar nature, assuming
to protect them in the past against subvertive Russian
propaganda, and that these promises have been broken; but
perhaps it is fair to discriminate between the two situations.
Apparently, the agreements that were made by some Euro-
pean capitals with Moscow were not made in definite terms.
Apparently, the contracts which heretofore have been
broken have been broken through a misunderstanding, or at
least that plea may be made in defense or in mitigation of
those who broke them.

Perhaps it was that particular situation which moved the
President of the United States to be scrupulously detailed
when he wrote the agreement under which we are to be
protected against similar jeopardy and similar outrage. At
any rate, I cannot conceive how it would be possible to put
into words a more complete protection against the thing
which I have believed fundamentally we must be protected
against before any official relationships could be appro-
priately renewed.

Mzay I say, in order to make the record as conclusive as
possible, that the letter from Mr. Litvinoff, which I have
just read, was acknowledged by President Roosevelt from the
White House, under date of November 16, repeating ver-
batim the pledges and the promises which were made: so
that there can be hereafter no equivocation whatsoever,
no pleadings of misunderstanding in any circumstance, if
these pledges are not kept. I think it is utterly essential,
when we proceed for the first time in the Senate of the
United States to consider the relationship between these two
countries, that it should be said bluntly and without equivo-
cation that the continuity of these pledges in good faith is
the price of the continuity of these relationships. We shall
not sleep on our rights. Nor have we taken an anesthetic.
I commend the Russian commissar for going to the last
possible extreme in writing these assurances. I shall com-
mend his Government still more for implementing them with
continuous integrity. Here indeed is a situation where the
proof of the pudding will be in the eating thereof.

There were other questions involved, Mr. President, be-
tween these two Governments, which apparently it was
deemed advisable to liquidate in detail. Nothing, for ex-
ample, could be more important that the sacred guaranty
of religious freedom for our nationals in Russia, and the
acknowledgment of their civil rights. I shall not take the
time of the Senate to read the supplemental exchanges of
letters between Mr. Litvinoff and President Roosevelt, other
than to say that they cover a number of other controverted
problems and in much the same detail and with much the
same successful effect so far as the letter of the contracts is
concerned. I do feel, however, that the record should be
absolutely complete against a day of possible judgment.
Therefore I ask, in connection with these observations, that
the whole of this official correspondence shall be printed
in the Recorp. It is by far the most important part of
these proceedings. I shall then follow this exhibit with
my final conclusions.

The VICE PRESIDENT. Without objection, it is so
ordered.
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The matter referred to is as follows:
ESTABLISHMENT OF DIPLOMATIC RELATIONS WITH THE UNION OF
Sovier T REPUBLICS

EXCHANGE OF CORRESPONDENCE BETWEEN PRESIDENT ROOSEVELT AND
PRESIDENT KALININ !
THE WaITE HOUSE,
Washington, October 10, 1833.

My Dear Mz, PresmpENT: Since the beginning of my administra-
tion, I have contemplated the desirability of an effort to end the
present abnormal relations between the 125,000,000 people of the
United States and the 165,000,000 people of Russia.

It is most regrettable that these great peoples, between whom
a happy tradition of friendship existed for more than a century
to their mutual advantage, should now be without a practical
method of communicating directly with each other.

The difficulties that have created this anomalous situation are
serious but not, in my opinion, insoluble; and difficulties between
great nations can be removed only by frank, friendly conversa-
tions. If you are of similar mind, I should be glad to receive
any representatives you may designate to explore with me per-
sonally all guestions outstanding between our countries.

Participation in such a discussion would, of course, not commit
either Nation to any future course of action, but would indicate
a sincere desire to reach a satisfactory solution of the problems
involved. It is my hope that such conversations might result
in good to the people of both our countries,

I am, my dear Mr, President,

Very sincerely yours,
FrRaANELIN D. ROOSEVELT.

Mr, MixHAIL KALININ,

President of the All Union Central Ezecutive Committee,
Moscow,

Moscow, October 17, 1933.

My Dear Mr. PresmpENT: I have received your message of Oc-
tober 10.

I have always considered most abnormal and regretable a sit-
uation wherein, during the past 16 years, two great Republics—
the United States of America and the Union of Soviet Socialist
Republics—have lacked the usual methods of communication and
have been deprived of the benefits which such communication
could give. I am glad to note that you also reached the same
conclusion.

There is no doubt that difficulties, present or arising, between
two countries, can be solved only when direct relations exist
between them; and that, on the other hand, they have no chance
for solution in the absence of such relations. I shall take the
liberty further to express the opinion that the abnormal situation,
to which you correctly refer in your message, has an unfavorable
effect not only on the interests of the two states concerned, but
also on the general international situation, increasing the element
of disquiet, complicating the process of consolidating world peace
and encouraging forces tending to disturb that peace.

In accordance with the above, I gladly accept your proposal to
send to the United States a representative of the Soviet Govern-
ment to discuss with you the questions of interest to our
countries, The Soviet Government will be represented by Mr,
M. M. Litvinoff, People's Commissar for Foreign Affairs, who will
come to Washington at a time to be mutually agreed upon.

I am, my dear Mr. President,

Very sincerely yours,
MmxmAn KALININ.

Mr, Frangriy D

. ROOSEVELT,
President of the United States of America,

Washington.
JOINT OOMHUNIQU!: BY SECRETARY HULL AND MR. LITVINOFF,
NOVEMBER 8, 1 P.M.J2

There was a very friendly private discussion of some outstanding
questions involved in the matter of relations between the United
States and the Union of Soviet Socialist Republics. The conversa-
tion was entirely preliminary and detailed proposals were not
discussed. The conversations will be resumed in the office of the
Secretary of State this afternoon at 4 o’clock.

JOINT COMMUNIQUE BY SECRETARY HULL AND MR, LITVINOFF,

NOVEMBER 8, 6 P.M?

The Secretary of State and Mr. Litvinoff continued their conver-
sations this afternoon in the office of the Secretary of State. The
conversations will be resumed at 11 o’clock tomorrow morning in
the office of the Secretary of State.

LUNCHEON GIVEN BY PRESIDENT ROOSEVELT FOR MR, LITVINOFF?

Following is a list of guests attending the luncheon given by
the President for Mr. Maxim Litvinoff at the White House on
Wednesday, November 8, 1933, at 1 o’'clock: -

Mr. Litvinoff, Mr. Skvirsky, Mr. Bogdanoff, Mr. Divilkovsky, Mr.
Umansky, the Secretary of State, the Secretary of the Interior,
the Secretary of Agriculture, the Secretary of Commerce, Senator
Eey Pittman, the Honorable Lewis W. Douglas, the Honorable

!Issued by the White House as a mimeographed press release,
Oct. 20, 1933. . z

*Issued by the Department of State as a mimeographed press
release, Nov. 8, 1933.

#Issued in mimeograph form by the White House, Nov. 8, 1933.

Louis McH. Howe, the Honorable Willlam Phillips, the Honorable
Dean G. Acheson, the Honorable R. Walton Moore, the Honorable
Jesse H. Jones, the Honorable Henry Morgenthau, Jr., the Honor-
able Willlam C. Bullitt, Mr. James C. Dunn, Mr. Robert F. Eelley,
Capt. Walter N. Vernou, Col. Edwin M. Watson.

LUNCHEON GIVEN BY SECRETARY HULL FOR MR, LITVINOFF ¢

Following is a list of guests attending the luncheon given by
the Secretary of State for Mr., Maxim Litvinoff at the Carlton
Hotel, on Thursday, November 9, 1933, at 1:15 o'clock.

Mr, Litvinoff, Mr. Skvirsky, Mr. Bogdanoff, Mr. Divilkovsky, Mr.
Umansky, Attorney General Homer S. Cummings, Senator James
Couzens, Mr, Jesse H. Jones, chairman, Reconstruction Finance
Corporation; Mr. Henry Morgenthau Jr., governor, Farm Credit
Administration; Mr. William Phillips, Under Secretary of State;
Mr. R."Walton Moore, Assistant Secretary of State; Mr. William C.
Bullitt, Special Assistant to the Secretary of State; Mr. James Cle-
ment Dunn, Chief, Division of Protocol and Conferences, Depart-
ment of State; Mr. Robert F. Kelley, Chief, Division of Eastern
European Affairs, Department of State.

JOINT STATEMENT BY PRESIDENT ROOSEVELT AND MR. LITVINOFF,
NOVEMBER 10°%

The President and Mr. Litvinoff reviewed the questions between
the two countries which had previously been discussed between
the Secretary of State and Mr. Litvinoff.

These conversations with the President and with the State
Department will continue in normal course.

EXCHANGE OF COMMUNICATIONS BETWEEN PRESIDENT ROOSEVELT AND
MR. LITVINOFF, NOVEMBEE 16°

Tae WaITE HOUSE,
Washington, November 16, 1933.

My Dear Mg. Litvinov: I am very happy to inform you that as
a result of our conversations the Government of thHe United
States has decided to establish normal diplomatic relations with
the Government of the Union of Soviet Socialist Republics and
to exchange ambassadors.

I trust that the relations now established between our peoples
may forever remain normal and friendly, and that our nations
henceforth may cooperate for their mutual benefit and for the
preservation of the peace of the world.

I am, my dear Mr. Litvinov,

Very sincerely yours,
Franxrin D. ROOSEVELT.

Mr. Maxmv M. LITVINOFF,

People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republies.

WasHINGTON, November 16, 1933.

My Dear Mg. PresipENT: I am very happy to inform you that
the Government of the Union of Soviet Socialist Republics is glad
to establish normal diplomatic relations with the Government of
the United States and to exchange ambassadors.

I, too, share the hope that the relations now established be-
tween our peoples may forever remain normal and friendly, and
that our Nations henceforth may cooperate for their mutual
benefit and for the preservation of the peace of the world.

I am, my dear Mr. President,

Very sincerely yours,
v Maxim LITVINOFF,
People’s Commissar for Foreign Affairs,
Union of Soviel Socialist Republics.
Mr, FRANKLIN D. ROOSEVELT,
President of the United States of America,
The White House.

WasHINGTON, November 16, 1933.

My Dear Me. PresmENT: I have the honor to inform you that
coincident with the establishment of diplomatic relations between
our two Governments 1t will be the fixed policy of the Government
of the Union of Soviet Socialist Republics:

1. To respect scrupulously the indisputable right of the United
States to order its own life within its own jurisdiction in its own
way and to refrain from interfering in any manner in the internal
affairs of the United States, its Territories or ns.

2. To refrain, and to restrain all persons in Government service
and all organizations of the Government or under its direct or
indirect control, including organizations in receipt of any finan-
cial assistance from it, from any act overt or covert liable in any
way whatsoever to injure the tranquility, prosperity, order, or
security of the whole or any part of the United States, its Terri-
tories or possessions, and, in particular, from any act tending to
incite or encourage armed intervention, or any agitation or propa-
ganda having as an aim the violation of the Territorial integrity
of the United States, its Territories or possessions, or the bringing
about by force of a change in the political or social order of the
whole or any part of the United States, its Territories or pos-
sessions.

¢Issued by the Department of State as a mimeographed press
release, Nov. 9, 1933.

tIssued by the White House as a mimeographed press release,
Nov. 10, 1933.

®Issued by the White House as a mimeographed press release,
Nov. 17, 1933.
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3. Not to permit the formation or residence on its territory of
any organization or group—and to prevent the activity on its
territory of any organization or group, or of representatives or
officials of any organization or group—which makes claim to be
the Government of, or makes attempt upon the Territorial integ-
rity of, the United States, its Territorles or possessions; not to
form, subsidize, support, or permit on its territory military organi-
zations or groups having the aim of armed struggles against the
United States, its Territories or possessions, and to prevent any
recruiting on behalf of such organizations and groups.

4. Not to permit the formation or residence on its territory of
any organization or group—and to prevent the activity on its
territory of any organization or group, or of representatives or
officials of any organization or group—which has as an aim the
overthrow or the preparation for the overthrow of, or the
bringing about by force of a change in the political or social
order of the whole or any part of the United States, its Territories
or possessions.

I am, my dear Mr. President,

Very sincerely yours,
MaxiM LITVINOFF,
Pecple's Commissar for Foreign Affairs,
Union of Soviet Socialist REepublics.
Mr, FPranxLIN D. ROOSEVELT,
President of the United States of America,
The White House.
THE WHITE HOUSE,
Washington, November 16, 1933.

My Dear Mgz. Lrrvinov: I am glad to have received the assurance
expressed in your note to me of this date that it will be the
fixed policy of the Government of the Union of Soviet Soclalist
Republics:

1. To respect scrupulously the indisputable right of the United
States to order its own life within its own jurisdiction in its own
way and to refrain from interfering in any manner in the internal
affairs of the United States, its Territories or possessions.

2, To refrain, and to restrain all persons in Government serv-
ice and all organizations of the Government or under its direct
or indirect control, including organizations in receipt of any
financial assistance from it, from any act overt or covert liable in
any way whatsoever to injure the tranquillity, prosperity, order, or
security of the whole or any part of the United States, its Terri-
tories or possessions, and, in particular, from any act tending to
incite or encourage armed intervention, or any agitation or propa-
ganda having as an aim, the violation of the Territorial integrity
of the United States, its Territories or possessions, or the bring-
ing about by force of a change in the political or social order
of tha whole or any part of the United States, its Territories or
possessions.

3. Not to permit the formation or residence on its territory of
eny organization or group—and to prevent the activity on its
territory of any organization or group, or of representatives or
officials of any organization or group—which makes claim to be the
Government of, or makes attempt upon the Territorial integrity of,
the United States, its Territories or possessions; not to form, sub-
sidize, support, or permit on its territory military organizations or
groups having the aim of armed struggle against the United States,
its Territories or possessions, and to prevent any recruiting on
behalf of such organizations and groups.

4. Not to permit the formation or residence on its territory of
any organization or group—and to prevent the activity on its
territory of any organization or group, or of representatives or
officials of any organization or group—which has as an alm the
overthrow or the preparation for the overthrow of, or the bring-
ing about by force of a change in, the political or social order of
the whole or any part of the United States, its Territories or

asions.

It will be the fixed policy of the Executive of the United States
within the limits of the powers conferred by the Constitution and
the laws of the United States to adhere reciprocally to the engage-
ments above expressed.

I am, my dear Mr. Litvinoff,

Very sincerely yours,
FraNELIN D. ROOSEVELT.

Mr. Maxim M. LITVINOFF,

People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republies.

Tae WHITE House,
Washington, November 16, 1933,

My Dear Mg, LrrviNorr: As I have told you in our recent con-
versations, it is my expectation that after the establishment of
normal relations between our two countries many Americans will
wish to reside temporarily or permanently within the territory of
the Union of Soviet Socialist Republics, and I am deeply concerned
that they should enjoy in all respects the same freedom of con-
science and religious liberty which they enjoy at home.

As you well know, the Government of the United States, since
the foundation of the Repubilic, has always striven to protect its
nationals, at home and abroad, in the free exercise of liberty of
conscience and religious worship, and from all disability or persecu-
tion on account of their religious faith or worship. And I need
scarcely point out that the rights enumerated below are those
enjoyed in the United States by all citizens and foreign nationals
and by American nationals in all the major countries of the world.
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The Government of the United States, therefore, will expect that
nationals of the United States of America within the territory of
the Union of Soviet Socialist Republics will be allowed to conduct
without annoyance or molestation of any kind religious services
and rites of a ceremonial nature, including baptismal, confirmation,
communion, marriage, and burial rites, in the English language, or
in any other language which is customarily used in the practice of
the religious faith to which they belong, in churches, houses, or
other buildings appropriate for such service, which they will be
given the right and opportunity to lease, erect, or maintain in
convenient situations.

We will expect that nationals of the United States will have the
right to collect from their coreligionists and to receive from
abroad voluntary offerings for religious purposes; that they will
be entitled without restriction to impart religious instruction to
their children, either singly or in groups, or to have such Instruc-
tion imparted by persons whom they may employ for such pur-
poses; that they will be given and protected in the right to bury
their dead according to their religious customs in suitable and
convenient places established for that purpose, and given the right
and opportunity to lease, lay out, occupy, and maintain such burial
grounds subject to reasonable sanitary laws and regulations,

We will expect that religious groups or congregations composed
of nationals of the United States of America in the territory of the
Unlon of Soviet Socialist Republics will be given the right to
have their spiritual needs ministered to by clergymen, priests,
rabbis, or other ecclesiastical functionaries who are nationals of
the United States of America, and that such clergymen, priests,
rabbis, or other ecclesiastical functionaries will be protected from
all disability or persecution and will not be denied entry into the
territory of the Soviet Union because of their ecclesiastical status.

I am, my dear Mr. Litvinoff,

Very sincerely yours,

Mr. Maxie M, LITVINOFF,
People’s Commissar jor Foreign Afairs,
Union of Soviet Socialist Republics.

WasHINGTON, November 16, 1933.

My DEAR Mr. PRESIDENT: In reply to your letter of November 186,
1933, I have the honor to inform you that the Government of the
Union of Soviet Socialist Republics as a fixed policy accords the
nationals of the United States within the territory of the Union
of Soviet Socialist Republics the following rights referred to by
you:

1. The right to “ free exercise of liberty of consclence and reli-
glous worship " and protection * from all disability or persecution
on account of their religious faith or worship.”

This right is supported by the following laws and regulations
existing in the various Republics of the Union:

‘“Every person may profess any religion or none. All restric-
tions of rights connected with the profession of any belief what-
scever, or with the nonprofession of any belief, are annulled
(decree of Jan. 23, 1918, art. 3).

“ Within the confines of the Soviet Union it is prohibited to
issue any local laws or regulations restricting or limiting freedom
of conscience, or establishing privileges or preferential rights of
any kind based upon the religious profession of any person."
(decree of Jan. 23, 1918, art. 2).

2. The right to “ conduct without annoyance or molestation of
any kind religious services and rites of a ceremonial nature.”

This right is supported by the following laws:

“A free performance of religious rites is guaranteed as long as it
does not interfere with public order and is not accompanied by
interference with the rights of citizens of the Soviet Union. Local
authorities possess the right in such cases to adopt all necessary
measures to preserve public order and safety. (Decree of Jan. 23,
1918, art. 5.)

“Interference with the performance of religious rites, insofar
as they do not endanger public order and are not accompanied
by infringements on the rights of others is punishable by com-
p;a'wls)ory labor for a period up to 6 months, (Criminal Code, art.
I i "

3. “The right and opportunity to lease, erect, or maintain in
convenient situations " churches, houses, or other buildings appro-
priate for religious purposes.

This right is supported by the following laws and regulations:

“ Bellevers belonging to a religious society with the object of
making provision for their requirements in the matter of religion
may lease under contract, free of charge, from the subdistrict
or district executive committee or from the town soviet, special
buildings for the purpose of worship and objects intended ex-
clusively for the purposes of their cult. (Decree of Apr. 8, 1929,
art. 10.)

“ Furthermore, believers who have formed a religious society or
a group of believers may use for religious meetings other buildings
which have been placed at their disposal on lease by private per-
sons cor by local soviets and executive committees. All rules
established for houses of worship are applicable to these bulldings.
Contracts for the use of such buildings shall be concluded by indi-
vidual believers who will be held responsible for their execution.
In addition, these buildings must comply with the sanitary and
technical building regulations. (Decree of Apr. 8, 1929, art. 10.)

FRANKLIN D. ROOSEVELT.

“The place of worship and religlous property shall be handed
over for the use of believers forming a religious society under a.
contract concluded in the name of the competent district execu-
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tive committee or town soviet by the competent administrative
department or branch, or directly by the subdistrict executive
committee. (Decree of Apr. 8, 1929, art. 15.)

“ The construction of new places of worship may take place at
the desire of religious societies provided that the usual technical
building regulations and the special regulations lald down by the
People's Commissariat for Internal Affairs are observed. (Decree
of Apr. 8, 1929, art. 45.)"

4, “ The right to collect from their coreligionists * * * vyolun-
tary offerings for religious purposes.”

This right is supported by the following law:

“ Members of groups of believers and religious societies may
raise subscriptions among themselves and collect voluntary offer-
ings, both in the place of worship itself and outside it, but only

amongst the members of the religious assoclation concerned and |

only for purposes connected with the upkeep of the place of wor-
ship and the religious property, for the engagement of ministers
of religion and for the expenses of their executive body. Any
form of forced contribution in ald of religious associations is pun-
ishable under the Criminal Code” (decree of Apr. 8, 1929, art.
b4).

5. Right to * Impart religious instruction to their children either
singly or in groups or to have such instruction imparted by
persons whom they may employ for such purpose.”

This right is supported by the following law:

“The school is separated from the church. Instruction in reli-
gious doctrines is not permitted in any governmental and common
schools, nor in private teaching institutions where general subjects
are taught. Persons may give or receive religious instruction in a
private manner " (decree of Jan. 23, 1818, ari. 9).

Furthermore, the Soviet Government is prepared to include in a
consular convention to be negotiated immediately following the
establishment of relations between our two countries provisions in
which nationals of the United States shall be granted rights with
reference to freedom of conscience and the free exercise of religion
which shall not be less favorable than those enjoyed in the Unlon
of Soviet Socialist Republics by nationals of the nation most fa-
vored in this respect. In this connection, I have the honor to call
to your attention article 9 of the treaty between Germany and the
Union of Soviet Socialist Republics, signed at Moscow October
12, 1925, which reads as follows:

“ Nationals of each of the contracting parties * * * ghall
be entitled to hold religious services in churches, houses, or other
buildings, rented, according to the laws of the country, in thelr
national language or in any other language which is customary
in their religion. They shall be entitled to bury their dead in
accordance with their religious practice in burial grounds estab-
lished and maintained by them with the approval of the compe-
tent authorities, so long as they comply with the police regulations
of the other party in respect of buildings and public health.”

Furthermore, I desire to state that the rights specified in the
above paragraphs will be granted to American nationals immedi-
ately upon the establishment of relations between our two
countries.

Finally, I have the honor to inform you that the Government of
the Union of Soviet Socialist Republics, while reserving to itself the
right of refusing visas to Americans desiring to enter the Union of
Soviet Socialist Republics on personal grounds, does not intend to
base such refusals on the fact of such persons having an eccle-
siastical status.

I am, my dear Mr. President,

Very sincerely yours,
Maxim LITVINOFF,
People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.
Mr. FRANKLIN D. ROOSEVELT,
President of the United States of America,
The White House.

WasHINGTON, November 16, 1933.

My Dear Me. PrespENT: Following our conversations I have the
honor to inform you that the Soviet Government is prepared to
include in a consular convention to be negotiated immediately
following the establishment of relations between our two coun-
tries provisions in which nationals of the United States shall be
granted rights with reference to legal protection which shall not be
less favorable than those enjoyed in the Union of Soviet Socialist
Republics by nationals of the nation most favored in this respect.
Furthermore, I desire to state that such rights will be granted to
American nationals immediately upon the establishment of rela-
tions between our two countries.

In this connection I have the honor to call to your attention
article 11 and the protocol to article 11, of the Agreement Con-
cerning Conditions of Residence and Business and Legal Protection
in General concluded between Germany and the Union of Soviet
Socialist Republics on October 12, 1925,

“ ArTICLE 11

“ Each of the contracting parties undertakes to adopt the neces-
sary measures to inform the consul of the other party as soon as
possible whenever a national of the country which he represents
is arrested in his district.

“The same procedure shall apply if a prisoner is transferred
from one place of detention to another.

LEZXVIIT—30
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* FINAL PROTOCOL
(Ad article 11)

1. The consul shall be notifled either by a communication
from the person arrested or by the authorities themselves direct.
Such communications shall be made within a period not exceed-
ing seven times 24 hours, and in large towns, including capitals
of districts, within a period not exceeding three times 24 hours.

“2. In places of detention of all kinds requests made by con-
sular representatives to visit nationals of their country under
arrest, or to have them visited by their representatives, shall be
granted without delay. The consular representative shall not be
entitled to require officlals of the courts or prisons to withdraw
during his interview with the person under arrest.”

I am, my dear Mr. President,

Very sincerely yours,
MaxiM LITVINOFF,
People's Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.
Mr. FRANKLIN D. ROOSEVELT, y
President of the United States of America,
The White House.
TaeE WaHITE HOUSE,
Washington, November 16, 1933.

My Dear Me. Litvivorr: I thank you for your letter of Novem-
ber 16, 1933, informing me that the Soviet Government is pre-
pared to grant to nationals of the United States rights with ref-
erence to legal protection not less favorable than those enjoyed
in the Union of Soviet Socialist Republics by nationals of the
nation most favored in this respect. I have noted the provisions
of the treaty and protocol concluded between Germany and the
Union of Soviet Socialist Republics on October 12, 1925.

I am glad that nationals of the United States will enjoy the
protection afforded by these instruments immediately upon the
establishment of relations between our countries and I am fully
prepared to negotiate a consular convention covering these sub-
jects as soon as practicable. Let me add that American diplo-
matic and consular officers in the Soviet Union will be zealous in
guarding the rights of American nationals, particularly the right
to a fair, public, and speedy trial and the right to be represented
by counsel of their choice. We shall expect that the nearest
American diplomatic or consular officer shall be notified immedi-
ately of any arrest or detention of an American national, and
that he shall promptly be afforded the opportunity to communi-
cate and converse with such national.

I am, My dear Mr. Litvinoff,

Very sincerely yours,
FraNKLIN D. ROOSEVELT.

Mr. Maxm M. LITVINOFF,

People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.

In reply to a question of the President in regard to prosecutions
for economic espionage, Mr. Litvinoff gave the following explana-
tion:

“The widespread opinion that the dissemination of economic
information from the Union of Soviet Soclalist Republics is al-
lowed only insofar as this information has been published in
newspapers or magazines, is erroneous. The right to obtain eco-
nomic information is limited in the Union of Soviet Socialist
Republics, as in other countries, only in the case of business and
production secrets and in the case of the employment of for-
bidden methods (bribery, theft, fraud, ete.) to obtain such infor-
mation. The category of business and production secrets nat-
urally includes the official economic plans, insofar as they have
not been made public, but not individual reports co the
production conditions and the general conditions of individual
enterprises.

“The Union of Soviet Socialist Republics has also no reason to
complicate or hinder the critical examination of its economic or-
ganization. It naturally follows from this that everyone has the
right to talk about economic matters or to receive information
about such matters in the Union, insofar as the information for
which he has asked or which has been imparted to him is not
such as may not, on the basis of special regulations issued by
responsible officials or by the appropriate state enterprises, be
made known to outsiders. (This prineciple applies primarily to
information concerning eccnomic trends and tendencles.)”

WASHINGTON, November 16, 1933,

My Dear Me. PresimenT: Following our conversations I have the
honor to inform you that the Government of the Union of Soviet
Socialist Republics agrees that, preparatory to a final settlement
of the claims and counterclaims between the Governments of the
Union of Soviet Socialist Republics and the United States of
America and the claims of their nationals, the Government of
the Union of Soviet Socialist Republics will not take any steps to
enforce any decisions of courts or initiate any new litigations for
the amounts admitted to be due or that may be found to be due
it, as the successor of prior Governments of Russia, or otherwise,
from American nationals, including corporations, companies, part-
nerships, or essociations, and also the clalm against the United
States of the Russian Voluntcer Fleet, now in litigation in the
United States Court of Claims, and will nct object to such
amounts being assigned and does hereby release and assign all
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such amounts to the Government of the United States, the Gov-
ernment of the Union of Soviet Socialist Republics to be duly
notified in each case of any amount realized by the Government
of the United States from such release and assignment,

The Government of the T'nion of Soviet Socialist Republics fur-
ther agrees, preparatory to the settlement referred to above, not
to make any claim with respect to:

(a) Judgments rendered or that may be rendered by American
courts insofar as they relate to property, or rights, or interests
therein, in which the Union of Soviet Soclalist Republics or its
nationals may have had or may claim to have an interest; or

(b) Acts done or settlements made by or with the Government
of the United States, or public officials in the United States, or
its nationals, relating to property, credits, or obligations of any
Government of Russia or nationals thereof.

I am, my dear Mr. President,

Very sincerely yours,
Maxmv LITVINOFF,
People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.
Mr, FRANKLIN D. ROOSEVELT,
President of the United States of America,
The White House.

THE WHITE HoOUSE,
Washington, November 16, 1933.

My Dear Mg, LiTvinorr: I am happy to acknowledge the receipt
of your letter of November 16, 1833, in which you state that:

“The Government of the Union of Soviet Socialist Republics
agrees thaf, preparatory to a final settlement of the claims and
counter claims between the Governments of the Union of Soviet
Soclalist Republics and the United States of America and the
claims of their nationals, the Government of the Union of Soviet
Socialist Republics will not take any steps to enforce any deci-
sions of courts or initiate any new litigations for the amounts
admitted to be due or that may be found to be due it, as the suc-
cessor of prior Governments of Russia, or otherwise, from Ameri-
can nationals, including corporations, companies, partnerships, or
associations, and also the claim against the United States of the
Russian Volunteer Fleet, now in litigation in the United States
Court of Claims, and will not object to such amounts being as-
signed and does hereby release and assign all such amounts to the
Government of the United States, the Government of the Union
of Soviet Socialist Republics to be duly notified in each case of
any amount realized by the Government of the United States from
such release and assignment.

“The Government of the Union of Soviet Socialist Republics
further agrees, preparatory to the settlement referred to above, not
to make any claim with respect to:

“(a) Judgments rendered or that may be rendered by American
courts insofar as they relate to property, or rights, or interests
therein, in which the Union of Soviet Socialist Republics or its
nationals may have had or may claim to have an interest; or

“(b) Acts done or settlements made by or with the Government
of the United States, or public officials in the United States, or
its nationals, relating to property, credits, or obligations of any
Government of Russia or nationals thereof.”

I am glad to have these undertakings by your Government and
I shall be pleased to notfy your Government In each case of any
amount realived by the Government of the United States from the
release and assignment to it of the amounts admitted to be due, or
that may be found to be due, the Government of the Union of
Soviet Socialist Republics, and of the amount that may be found
to be due on the claim of the Russian Volunteer Fleet.

I am, my dear Mr. Litvinov,

Very sincerely yours,
FRANELIN D. ROOSEVELT.

Mr, MaxrM M. LITVINOFF,

People’s Commissar for Foreign Affair.
Union of Soviet Socialist Republics

WasHHinGgTON, November 16, 1533.
My DEAR Mz, PrestENT: I have the honor to inform you that,
following our conversations and following my examination of cer-
tain documents of the years 1918 to 1921 relating to the attitude
of the American Government toward the expedition into Siberia,
the operations there of foreign military forces and the inviolability
of the territory of the Union of Sovlet Socialist Republics, the
Government of the Union of Soviet Socialist Republics agrees that
it will waive any and all claims of whatsoever character ar
out of activities of military forces of the United States In Biberia,
or assistance to military forces in Siberia subsequent to January 1,
1918, and that such claims shall be regarded as finally settled and
disposed of by this agreement.
I am, my dear Mr. President,
Very sincerely yours,
Maxrm LITVINOFF,
People’s Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.
Mr. FRANELIN D

. ROOSEVELT,
President 0} the United States o,l America,
The White House.
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THE WHITE HOUSE,
Washington, November 16, 1933.

JOINT STATEMENT BY THE PRESIDENT AND MER. LITVINOFF

In addition to the agreements which we have signed today,
there has taken place an exchange of views with regard to methods
of settling all outstanding questions of indebtedness and claims
that permits us to hope for a speedy and satisfactory solution of
these questions which both our Governments desire to have out
of the way as soon as possible.

Mr, Litvinoff will remain in Washington for several days for
further discussions.

EXCHANGE OF CORRESPONDENCE BETWEEN ACTING SECRETARY PHILLIPS
AND THE RUSSIAN FINANCIAL ATTACHE IN THE UNITED STATES; TELE~
GRAMS ADDRESSED BY ACTING SECRETARY PHILLIPS TO RUSSIAN CON=-
SULAR OFFICER IN THE UNITED STATEST

New Yorx, October 21, 1933.

DeArR Mr. KELLEY: The correspondence between the President
of the United States and Mr. Kalinin, President of the All Union
Central Executive Committee, leads me to believe that conditions
may arise in the near future, where no further useful p can
be served by my continuing to exercise the duties with which I
was vested under the exchange of notes between the Russian Am-
bassador and the Secretary of State of April 28 and 29, 1922

In consequence of this belief, may I not request that my present
status be discontinued at the earliest convenience of the Depart-
ment of State. As to certain matters of a continuing character
requiring further attention, I would respectfully suggest that after
the date of the discontinuance of my status they be considered
as being temporarily taken under the care of the United States
Government.

In terminating my official activities, I deem it a paramount duty
to express my deep appreciation for the unfailing consideration
with which I have been treated at the Department of State. Per-
mit me also to say that if a moral satisfaction has been derived
by me during the trying years of my service, it has been due
mainly to the cognizance that I have enjoyed the eonﬂdence of
the Government of the United States.

Very sincerely yours,
8. UcHET
Russian Financial Attaché
Hon. RoserT F.

EELLEY,
Chief, Division of Eastern European Affairs,
Department of State,
Washington, D.C.

DEPARTMENT OF STATE,
November 16, 1933.

My DeArR Mgr. UcHET: I desire to refer to your letter of October
21, 1933, in which you expressed the beilef that conditions would
arise in the near future when no further useful purpose would
be served by your continuing to exercise the duties with which you
were charged under the exchange of notes between the Russian
Ambassador and the Secretary of State of April 28-29, 1822 and
requested that your present status be discontinued at the earliest
convenience of the Department of State.

In view of the recognition of the Union of Soviet Socialist Re-
publics by the Government of the United States, I have to inform
you that upon this date the Government of the United States
ceases to recognize you as Russian Financial Attaché.

The Department is deeply appreciative of the able manner in
which you have discharged the duties which devolved upon you
under the exchange of notes referred to above and of the friendly
spirit with which you have for so many years cooperated with this
Government,.

I should like to take the occaslon to extend to you personally
my cordial good wishes for your future happiness and success.

Very sincerely yours,
WiLLiaMm PHILLIPS,
Acting Secretary of State.
Mr. Serce Ui
17 East Forty-ﬁfth Street, New York City.

[Telegram]
DEPARTMENT OF STATE,
November 17, 1933.
Mr. Josere A. CONRY,
Russian Consul, Boston, Mass.:

In view of the recognition of the Unlon of Soviet Socialist Re-
publics by the Government of the United States, you are informed
that the exequatur issued on September 20, 1912, recognizing you
as consul of Russia at Boston, is revoked, effective as of November
16, 1933, and that consequently your status as Russian consul is
considered terminated as of that date.

WinLiam PHILLIPS,
Acting Secretary.

TIssued by the Department of State as a mimeographed press
release, Nov. 17, 1933.

®Issued by the Department of State as a mimeographed press
release, June 4, 1922, See Appendix, p. 21.




1934

[Telegram]
DEPARTMENT OF STATE,
November 17, 1933.
Mr, ANTOINE VOLKOFF,
Russian Consul General, Chicago, IlL.;

In view of the recognition of the Union of Soviet Socialist
Republics by the Government of the United States, you are in-
formed that the exequatur issued on June 24, 1914, recognizing
you as Consul General of Bussia at Chicago, is revoked, effective
as of November 16, 1933, and that consequently your status as
Russian consul general is considered terminated as of that date.

WiLniam PHILLIPS,
Acting Secretary.

[Telegram)

DEPARTMENT OF STATE,
November 17, 1933.
Mr. Nrzoral BOGOYAVLENSKY,
Russian Consul General, Seaitle, Wash.:

In view of the recognition of the Union of Soviet Socialist
Republies by the Government of the United States, you are in-
formed that the exequatur issued on May 26, 1915, recognizing
you as consul general of Russia at Seattle, is revoked, effective
as of November 16, 1933, and that consequently your status as
Russian consul general is considered terminated as of that date.

WiLLiam PHILLIPs,
Acting Secretary.

STATEMENT BY SECRETARY HULL, NOVEMEBER 18°

The Secretary of State, on board the steamship American Legion
at sea, telegraphed the following statement to the Department of
State on November 18:

“I am gratified to learn that the peoples of the United States
and Russia, after a frank exchange of views at Washington, have
resumed normal relations and that the preliminary basis agreed
upen is substantially that indicated before I left Washington.
The badly confused world situation will be improved by this
natural and timely step which is proof of the marked progress
possible in all international dealings when there exists such
splendid initiative as that displayed by the President and the
mutual disposition and will to approach serious world problems
in a friendly and fearless spirit.”

CIECULAR INSTRUCTIONS TO ALL AMERICAN DIPLOMATIC MISSIONS,
NOVEMDER 17 *°

The Acting Secretary of State, Mr. William Phillips, on November
17, sent the following circular to all diplomatic missions:

“ Following an exchange of communications between the Presi-
dent and the Commissar for Foreign Affairs of the Union of Soviet
Bocialist Republics, covering outstanding questions in the relations
between the United States and the Soviet Union and the arrival
at an understanding with respect to methods of settling the ques-
tion of debts and claims, the President communicated to Mr. Lit-
vineff in a note dated November 16, 1933, the decision of the Gov-
ernment of the United States to establish diplomatic relations
with the Soviet Union.

“In view of the recognition thus accorded by the Government
of the United States to the Union of Soviet Socialist Republics,
you should enter into cordial official and social relations with your
Soviet colleague in accordance with the established practice of the
post at which you are stationed.

* Soviet passports should be treated henceforth as passports of
other recognized governments.

*Inform consuls.”

STATEMENT BY ACTING SECRETARY PHILLIPS, NOVEMBER 22 1

In accordance with the joint statement by the President and
Mr. Litvinoff of November 16, 1933, further discussions have taken
place between Mr. Litvinoff and officials of the Department of
State and the Treasury Department. Due to the intricacy of the
questions to be explored, it has been impossible to reach definite
conclusions before the departure of Mr. Litvinoff. The discus-
sions will be actively continued by officials of both Governments.
The conversations which have thus far taken place have shown a
desire on the part of both Governments to reach a speedy solution
of these questions.

EXCHANGE OF CORRESPONDENCE BETWEEN FRESIDENT ROOSEVELT AND MR.
LITVINOFF, NOVEMBER 22 AND 23 ¥
‘WasHINGTON, November 22, 1933.

My Dear Mg. PrREsmmENT: On leaving the United States I feel it
a great pleasure respectfully to convey to you my feelings of high
esteem as well as gratitude for the many tokens of attention and
friendship you have been good enough to show me during my
stay in Washington.

I also wish hereby to thank the whole Executive and its various
organs for their courtesies and cares.

¢Issued by the Department of State as a mimeographed press
release, Nov. 18, 1933.

*#Issued by the Department of State as a mimeographed press
release, Nov. 18, 1933.

H#Issued by the Department of State as a mimeographed press
release, Nov. 22, 1933.

#Issued by the White House as a mimeographed press release,
Nov. 24, 1933.
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I avail myself of this opportunity to express once more my firm
conviction that the official linking of our two countries by the
exchange of notes between you, Mr. President, and myself will be
of great benefit to our two countries and will also be conducive to
the strengthening and preservation of peace between nations
toward which our countries are sincerely striving. I believe that
their joint efforts will add a creative factor in international affairs
which will be beneficial to mankind.

Believe me to be, my dear Mr. President, with the best wishes
for the well being of yoursell, your family and of your great
country,

Yours very sincerely,

Maxtm LITVINOFF,
Peoples’ Commissar for Foreign Affairs,
Union of Soviet Socialist Republics.
Mr. FRANELIN D. ROOSEVELT,
President of the United States of America,
The White House.

WarMm SpriNgs, GA.,
November 23, 1933.

My Dear Mz. Litvinorr: I thank you for your*most courteous let-
ter of November 22, 1933. It has been a great personal pleasure
to me to meet you and I trust that some day I shall again have
the pleasure of welcoming you in America. On your return to
your country I hope that you will convey to President Kalinin my
greetings and best wishes.

I am profoundly gratified that our conversations should have
resulted in the restoration of normal relations between our peoples
and I trust that these relations will grow closer and more inti-
mate with each passing year., The cooperation of our Govern-
ments in the great work of preserving peace should be the corner-
stone of an enduring friendship.

I am sorry that owing to my absence from Washington I am
unable in person to say good-bye to you and to wish you a safe
and pleasant journey, but I assure you that you carry with you
my warmest personal regards.

Yours very sincerely,

Mr. Maxim M. LITVINOFF,
Peoples’ Commissar for Foreign Affairs,
t Union of Soviet Socialist Republics.

APPENDIX

EXCHANGE OF CORRESPONDENCE BETWEEN SECRETARY HUGHES AND MR,
BAKHMETEFF, APRIL 28 AND 29, 19223

RussiAN EMBASSY,
Washingion, April 28, 1922,

My Dear Mn. Secrerary: In view of recent events I think it
advisable to bring forward once more the subject of my position
as the representative of Russia in the United States.

Received at Washington in July 1917 as Ambassador of the first
democratic government of Russia, I have remained at my post up
to the present time in order to serve and protect Russian national
interests and to facilitate, in cooperation with the treasury and
state departments, the liquidation and final settlement of a large
volume of commercial business for which the Government of
Russia stood obligated, partly through my agency, to American
business concerns. I am happy to believe that American as well
as Russian interests have been served thereby.

The work of liquidation has now been brought to a practical
close. At the same time my status as Ambassador has been made
the subject of renewed discussion. I am led to question whether
my continuance, as- Ambassador of Russia, will longer serve the
best interests of my country and the convenience of the United
States Government. I am prepared if the United States Govern-
ment so desires, to retire and terminate my official functions.

On account of personal matters I have planned to sail from this
country within the near future. It would be necessary to wind
up my affairs and to arrange for the custody of the Russian prop-
erty for which I am responsible. This work could be completed
about the 30th of June, which date could be regarded as the
date on which my retirement from official duties would take effect.

In the event of my retirement I suggested that Mr, Serge Ughet,
financial attaché of the Embassy, be recognized as custodian of
the properties in question and as the agent through whom pending
business can be transacted and terminated.

In assuring you of my deep appreciation of the personal con-
sideration I have always enjoyed at the hands of the State De-
partment, and other Departments of the American Government,
I desire to express also my gratitude for the good will and con-
sideration with which the United States has treated my country.
America was first to welcome the advent of democracy in Russia
and to recognize the Provisional Government. Since then and
throughout Russia’s great trial the United States has evidenced
deep and sympathetic understanding of Russia's process of trans-
formation and has conserved unbroken faith in the regeneration
and happy future of the Russian people. The United States
has lent friendly effort in preserving for the Russian people the
integrity of their national patrimony and in safeguarding their
economic freedom. Finally America has generously come to the
relief of suffering and saved millions of Russians from starvation.

FRANELIN D. ROOSEVELT.

3 Tssued by the Department of State as & mimeographed press
release, June 4, 19232,



468

For this assistance and support in the hour of distress Russia
will conserve eternal gratitude.
I avail myself of the opportunity to express to you, my dear
Mr. Secretary, the renewed assurances of my hig esteem.
B. BAEHMETEFF.
The honorable the SECRETARY OF STATE,
Department of State.

DEPARTMENT OF STATE,
Washington, April 29, 1922,

My DEAR MR. AmBassapor: I have received your letter of April
28, 1922, in which you bring forward the question of your status
as Ambassador in the United States and suggest that it may be
appropriate to have this terminate in the near future, Inasmuch
as the liguidation and final settlement of the business of the
Russian Government in the United States for which you were
responsible is now practically completed, and as your continuance
as Ambassador under the existing circumstances may give rise to
misunderstanding.

I believe that a change in the present situation is desirable and
I am glad to be able fo concur in your suggestions as to how this
may best be brought about.

You will continue to be recognized as Ambassador until June 30
next, After this date the custody of the property of the Russian
Government in this country for which you have been responsible
will be considered to vest in Mr. Serge Ughet, the Financial At-
taché of the Embassy. Mr. Ughet's diplomatic status with this
Government will not be altered by the termination of your duties
and he will continue to enjoy the usual diplomatic privileges and
immunities.

With assurance of my high esteem and appreciating the friendly
spirit in which you have dealt with all matters of interest to
this Government, I am, my dear Mr. Bakhmetef,

Very sincerely yours,
CHARLES E. HUGHES,

His Excellency Mr. Borls BAKEMETEFF,

Ambassador of Russia.

Mr. VANDENBERG. Mr. President, my conclusions must
be obvious from what I have already said. I concede that
the recognition of Russia is exclusively an Executive func-
tion and prerogative, and we cannot pass upon it even if we
would. The President has acted in his own right and the
decision is beyond our recall. That question is not before us.
To be sure, we could decline the confirmation of this Ambas-
sador, and then we could decline the confirmation of his
successor if such were our wish; but this would not affect
the fact of recognition, and we would be in the anomalous
position of not having a representative of our own to guard
our interests in Moscow but of having a representative of
Moscow in the United States. So that even from my view-
point, were I continuingly suspicious as I have been hereto-
fore, certainly there could be nothing gained by an absence
of our representation over there while they have complete
representation over here. That would be even worse.

Therefore it seems to me, in the sheer logic of the case as
I argue it out to myself and to the Senate, that the act of rec-
ognition is complete. It is not a matter upon which the
Senate can pass. If the Senate were passing upon thaft, I
am not clear that even now, in the face of these warranties,
I would be satisfied to vote in the affirmative. But that
thing is done; and on the basis of the official record which
is now available to the Senate officially for the first time,
it is my conclusion that the best possible protection that
can be put into the words of a contract has been written
into this agreement between the President and the represent-
ative of the Russian Republic. But I should have declined
to proceed in the absence of these all-controlling exhibits.

The only remaining question which confronts us is whether
Mr. Bullitt is qualified for the position.

T confess that he is still somewhat of a mystery man to
me, in the language of the Senators from Indiana and Min-
nesota. I confess that I still find him about as mysterious
as the distinguished Senator from Arkansas, the Democratic
leader, himself found him in his speech last FPebruary. Nev-
ertheless, in fairness, I must state that I was very much
impressed with his presence before the committee. He ap-
peared to have a complete grasp of his problem. He appears
to be a very able man. At any rate, he is the chosen rep-
resentative of the President of the United States, and I find
no adequate reasons submitted to the committee for oppos-
ing this particular evidence of the President’s judgment.

My conclusion is, then, Mr. President, since the official
record is now available, and is now part of this considera-
tion by the Senate of these new Russian-American relation-
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ships, my conclusion is that as much has been done as could
possibly be done to protect us against bad faith and against
the jeopardies which heretofore have been feared not only
by a.lmajority of Senators but by a majority of the American
people.

I reserve my judgment as to the final outcome of the new
contact, because everything depends upon the continuity of
good faith with which these guaranties are sustained, but in
the face of the situation which this develops I shall not
oppose the confirmation. It would serve no purpose except
to disarm us over there. It would not close the door to their
agents over here.

Having thus sounded the warnings which it has seemed
to me the situation requires, and having ecritically surveyed
the record, I conclude by saying that since we now are to
deal with each other in international relations, we should
both seek to deserve the other’s confidence. Regardless of
my personal attitudes toward this amazing and gigantic
Communist adventure in the Old World, I share and express
the hope of the President that “ the relations now established
may forever remain normal and friendly and that our na-
tions henceforth may cooperate for their mutual benefit and
for the preservation of the peace of the world.”

Mr. ROBINSON of Indiana obtained the floor.

Mr. PITTMAN. Mr. President, if the Senator will yield
for just a moment while I make an explanation with regard
to a subject brought out by the Senator from Michigan, I
would like to say that the Senator from Michigan has re-
ferred to a request for all the correspondence in this matter.
I immediately communicated with the Acting Secretary of
State over the telephone. He assured me, as we were as-
sured by Mr. Bullitf, that the entire correspondence was
covered in this bulletin before us, and that he would imme-
diately send it up here, and that he would later certify to
us that that was all. I expect that probably there is in my
office now a cerfificate to that effect.

Mr. VANDENBERG. Mr. President, will the Senator from
Nevada, the able Chairman of the Committee on Foreign
Relations, permit me to ask him whether he does not think
it is highly useful that the basis of this contact should
be thus in the official records of the Senate and of the Gov-
ernment, so that there can be no question whatever as to
what impulses have moved us to surrender our prejudices and
consent to this act?

Mr. PITTMAN. I am in entire accord with that, but I
think that the Senstor has made such a clear analysis of
not only the motives that move him in this matter but un-
doubtedly those which moved the President in the matter,
and will actuate me in my vote here, that it is wholly unnec-
essary for me to go further in the matter, I will say, how=
ever, that in the haste to put the matter into the possession
of the Senator from Michigan and the Senator from Indiana
I asked the Secretary to send the matters up immediately.
I have requested, further, that for the permanent records of
the committee and of the Senate these matters be certified
under seal, simply for future information.

Mr. ROBINSON of Indiana. Mr. President, I have no de-
sire at all to delay action on this question, but this affords
the only opportunity one may have in this body to register
a protest against the recognition of Russia.

It has been said that recognition is a Presidential func-
tion, that the President has acted in the matter, and that
it is an accomplished fact. That is probably true. The
Senate perhaps has no voice in the matter, nor, unfortu-
nately, have the American people any voice in the maftter.
But I think it is well at this time, purely for emphasis, if
for no other reason, to suggest some of the dangers we now
encounter in recognizing the soviets.

I shall oppose the confirmation of Mr. Bulhtt for two
reasons; First in order to express my protest and opposition-
against Russian recognition in any form; and, second, be-
cause in my own mind, after the most deliberate considera-
tion, I am convinced that Mr. Bullitt is not the man to act
as our Ambassador over there.

The chief reason advanced for recognition of Russia is
that it will give additional trade advantages which we do
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not now possess. I am frank to say that I do not have
much confidence in that view. I am unable to get excited
about foreign markets. In normal times the American mar-
ket consumes 93 to 95 per cent of all American production.
The best year we have ever had, so far as world trade
is concerned, was 1928, and in that year less than 6% per-
cent of all American production was sold abroad. There-
fore the problem for us is to restore the American market;
and when we restore the American market, we will restore
American prosperity, and not before. To restore the Amer-
jcan market we must take the people off the streets who are
now locking for jobs, with none to be found, and give them
permanent employment, so that they can purchase Amer-
ican goods.

Now it is proposed to lend to Russia approximately a
half billion dollars. I have no official sanction for that
statement, but it has been widely published that a large
amount of credit would now be given to the Russians with
which to buy our goods. The experience of all other coun-
tries has been that the Russians sold far more of their
commodities in the market of the country recognizing Russia
than they were able to sell to Russia. Russia now owes us
some $700,000,000, which remains due and unpaid. If we
lend them now a half billion dollars, or any sum, the chances
are it will never be repaid, judging the future by the past,
and then Russia will have both the goods and the money,
and we will be holding the bag. All the goods they send to
us, in any event, will just go that much further toward
demoralizing the already demoralized American market and
will result in throwing thousands of additional workers in
this country out of employment. Therefore I fail to see
where there are any trade advantages to be gained. Italy
tried it and, according to an Associated Press dispatch which
I quoted here once before, very briefly, published in the
Washington Star:

Italy will call a halt on trade with the Soviets after 2 years.
Her experiences with that country have been unhappy. Italy
pald in cash, while Russia paid in credit, running from 9 to 52

months. Russia got the lion's share of the trade, and thereby
chalked up a balance heavily unfavorable to Italy.

The dispatch adds:

Russia got the lion's share of the trade and Italy is left holding
the bag with a half billion lire in promissory notes. Other coun-
tries have had similar experiences.

Mr. President, 1928 was not only our best year so far as
world trade was concerned, but it was the best year of all
other countries of the world. In that year, for instance, the
total amount of world trade aggregated $68,000,000,000. Last
year the total world trade amounted to only $28,000,000,000,
a reduction of $40,000,000,000 since 1928,

I grant that perhaps some of that might be accounted for
by the depression, but most of it is accounted for by this
fact—that other nations are becoming more self-contained
than ever before; and today, while other nations are increas-
ing tariffs and raising high embargoes against foreign goods
coming in to disturb their own markets, this country, after
the idea largely has been abandoned by the rest of the world,
plunges further into internationalism than ever before. In
other words, world trade has been largely reduced in these
latter years. Each nation is becoming more independent
and is trying to preserve its own markets. The United
States, on the other hand, now seems to become more infer-
national-minded than ever before, and opens up her markets
to the rest of the world when the rest of the world close
their markets to us. That policy will never assist in bring-
ing prosperity to this country, Mr. President, I shall say no
more on that phase of the question.

There is a very grave matter involved here, however, one
that I am very reluctant to discuss, but which I think should
be mentioned. If the administration were bound to recog-
nize Russia at some time or another, it seems to me it has
chosen the worst time in all the world to bring about that
recognition. Everyone sitting here today knows the delicate
situation in the Far East. We have vast possessions out
there, and God knows the American people want no war with
any country.

The Japanese question is always dangerous, and I warn
Senators here today that it was never more dangerous than
at the present moment. I need not suggest to Members of
this body that America is not prepared for war with any
country; certainly not with a country 9,000 miles from our
shores, with a navy better at the moment than ours, and
with our possessions lying all around the doorstep of that
powerful country, We are not prepared to finance a war
with a Budget of over $7,000,000,000 facing us, and a
bonded indebtedness within the next year or so of approxi-
mately $32,000,000,000—more than $5,000,000,000 higher
than the peak of the war-time indebtedness.

Everybody knows how sensitive are the Japanecse people.
I have been amazed, therefore, Mr. President, that any
gesture would be made that might offend them in the
slightest degree.

Qut there are the Philippines, with a problem unsetiled by
us, which will require years in the seftlement. A vast
empire that archipelago represents in itself. Seven thou-
sand islands and a garrison of 6,000 men—not one man for
each island. Under the Washington Conference treaty we
are not permitted to fortify anything that we have there.
An easy prey to an oriental country or power.

There is Guam, but a few hundred miles away, locking
to us for protection, and a possession of this country.

There is our farthest outpost in the Pacific, Pearl Harbor,
in the Hawaiian Islands, 2,100 miles west of San Francisco.

And there is Alaska, with its wealth of material resources,
thoroughly undeveloped, and fewer than 58,000 people living
there—about half native and half American. I point out to
Senators that the little island of Attu, westernmost of the
Aleutian chain, lies less than 800 miles from Japan and more
than 2,800 miles from the nearest continental United States
port of Seattle. The Japanese are thoroughly familiar with
the great circle route, which they use constantly going back
and forth from Seattle toc Yokohama, the seaport of Tokyo,
traversing Alaskan waters constantly, their naval officers
understanding thoroughly all the problems involved in those
waters that are but poorly charted, while our Navy has spent
little time up there.

Newspapers are on the streets this afternoon quoting high
Japanese authorities with the statement they are now pre-
paring for war againsi the United States because of the
Russian question.

I am perfectly willing to concede that it is within the
discretion of the President to do as he chooses with execu-
tive authority, but I am still unwilling to say that the Senate
of the United States has no responsibility in the matter in
protecting the rights of the American people. I have a notion
that this is one of the gravest responsibilities that ever
confronted the Senate. Members of this body, have a care!

I recognize that one may easily be charged with being an
alarmist, but we have enough trouble on our hands here with
the domestic situation without becoming involved in foreign
affairs, additional foreign entanglements, possible foreign
alliances, and possible foreign wars, which we should avoid
as far as possible,

I wish to point out also that we have an Asiatic station
out there. Vessels of the American fleet make their summer
headquarters at Shanghai and their winter quarfers at
Manila—an easy prey for a powerful country in the Orient
at any moment.

Therefore, Mr. President, I think for this very grave rea-
son Russian recognition is a terrific mistake, filled with dire
possibilities, for the American people that none of us like to
contemplate—indeed we scarcely dare contemplate. I there-
fore wish to register my opposition against recognition, even
though I stand alone.

There is another reason, Mr. President. I shall not ex-
plore it at length. It has all been gone over time and again
on the floor of the Senate. I have reference, of course, to
the fact that the home as an institution, and in which the
American people- believe, has been destroyed over there.
They have destroyed the right to worship God according to
the dictates of one’s own conscience over there; and if one
were to concede that they have the right to do as they please
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in their own country, and order their domestic affairs as
they see fit, the fact remains that they have no right to
foist their ideas and their philosophy on this country. That
I think, within the minds of everybody here, is precisely
what they have been trying to do throughout the years and
will continue trying to do with their subversive propaganda.

Another reason is that mentioned by the very able Senator
from Michigan: The fact that communistic propaganda is
wide-spread in this country, emanating from Moscow; and
no matter what promises they may make, Mr. President,
the fact remains that they have not kept their word with
any country during the past 10 years.

The experiences of Great Britain, and of France, and of
Italy, and of China, and Japan, and of the United States—all
are in the same direction. They do not keep their word.
Indeed within the last year one of their most powerful
leaders has made the statement that they reserve the right
to repudiate their word whenever it suits them or their
interests to do so. “ Sign anything ", they say, in effect, “in
order to get advantages for us, but let it be understood that
we will repudiate our word and our signature whenever we
see fit to do so.” That is substantially the Russian position
and the position of their leaders today in their international
dealings with other countries.

Before I conclude on this phase of the subject, let me say
that no one is deceived on this proposition. The Third In-
ternational and the Soviet system are one and the same.
the Third International has its headquarters in Moscow.
It is financed by the Moscow Government, and it will con-
tinue its propaganda against this country and its institutions
in the future just indeed as it has done in the past. So I
am convinced in my own mind that Russian recognition is
utterly inimical to the best interests of the American people.

I proceed now, Mr. President, to the second reason for my
objection to this confirmation. I want to mention Mr. Bul-
litt. Mr. William C. Bullitt has been nominated by the
President to be our first Ambassador to Russia under the new
regime. I have no personal animosity against Mr. Bullitt.
Let that be understood clearly. I have but the slightest ac-
quaintance with him. So that anything I say with reference
to Mr. Bullitt is said in an impersonal sense, I am just
standing on the record he has made to date.

All of us are familiar with his perambulations over Europe
within the last 12 months, back and forth from capital to
capital, whispering to this prime minister here and to that
cabinet member there, from one country to the other, pro-
posing reductions in the foreign debts due this country and
other matters that have leaked out. On this floor on Febru-
ary 2 last, just a few months ago, I quoted from a Universal
Service cable, which I read now because it has a direct bear-
ing on this man’s qualifications:

Berriv, February 1—William C. Bullitt, America's self{-described
secret emissary—

This was more than a month before the change in the
administration here. Most of us thought that Herbert
Hoover was still President of the United States at that
time; yet Mr. Bullitt, representing no one except the incom-
ing administration if his intimations are to be believed,
though that was denied by the then President-elect, was
going about Europe just the same apparently in an official
capacity.

William C. Bullitt, America's self-described secret emissary,

paid calls in German official quarters here Monday and then left
for Vienna, it was learned today.

Covering his tracks under an assumed name, Bullitt came from
London and Paris, where he talked with Prime Minister Mac-

- Donald and French Premier Paul-Boncour.

In Berlin he called on Foreign Minister Von Neurath and the
chief of the American division in the German Foreign Office.

London and Paris dispatches state Bullitt described himself in
those capitals as a representative of President-elect Roosevelt,
despite Roosevelt's denial Bullitt or anyone else was representing
him.

Bullitt registered in Berlin under another name and asked that
his presence be kept secret. He expressed himself bitterly over
what he termed the London " indiscretions™ which exposed his
mission.
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Mr. President, a man who goes around in disguise under
an assumed name, dealing with various governments abroad
with no official credentials himself, certainly is refiecting no
credit on this country. The amazing thing to me is that he
ever became identified with the State Department, and =o
soon after Mr. Roosevelt’s inauguration.

Under a Paris date line of January 27, 1933, is a story
reading as follows:

Premier Paul-Boncour tonight reluctantly admitted he bas dis-
cussed the Franco-American war-debt situation with Willlam C.
Bullitt, America's self-described secret emissary.

He declined to discuss the report that Bullitt had left him con-

fidently expecting a Washington invitation within 15 days to join
in debt negotiations, ?

I do not know that Mr. Bullitt knew what he was talking
about over there 2 months, or nearly so, before President
Roosevelt came into office, but we all do know as a matter
of common knowledge that the invitations were sent out to
foreign governments whose representatives came here to
discuss the debts. We are all aware of the fact, too, that no
sooner had the new administration come into office than
this same Mr. Bullitt, who had been traveling around over
Europe in disguise and under an assumed name, was given
one of the principal offices in the State Department. Then
came the Russian negotiations, and now, I think to the sur-
prist of the American people but not to the surprise of
some of us who had followed developments rather closely,
he becomes the first Ambassador to Russia under the new
administration. ?

Mr. PITTMAN. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Indiana
yield to the Senator from Nevada?

Mr. ROBINSON of Indiana. I yield.

Mr. PITTMAN. I am not interested in the newspaper
articles, but I think possibly the Senator has made an in-
accurate statement in this respect. None of the nations
which came here for the informal conference were invited
to discuss war debts according to the official invitation. The
invitations were to come and discuss preparations looking to
the agenda of the World Economic Conference. I was un-
officially invited to all of the conferences that took place.
There was once or twice some effort on the part of repre-
sentatives of certain governments to raise the debt question,
but they were told instantly that matter was not on the
agenda and was not subject to discussion.

Mr. ROBINSON of Indiana. I thank the Senator for
the suggestion. The Senator knows much better than I
what took place, because I was not present, I think the
general impression was that, among other things, the debts
were to be discussed. I am in no position to say that they
were discussed to the exclusion of all else, and doubtless
what the Senator said is the correct version of the matter.
In any event, I think enough indictments can be urged
against Mr. Bullitt, because of the record he has made
during the past year, to show that he ought not to be named
as Ambassador to Russia in these trying times.

Within the last few days most of us have seen newspaper
reports—I do not know that they are true, but I have read
some of them, as I assume other Senators have—to the
effect that Mr. Bullitt has very recently said that Russia
was prepared for war with Japan, that Russia was not afraid
of Japan, or scmething to that effect. It is always dangerous
to attempt to quote the language of someone else without
the actual statement. I am trying to state substantially
what he was reported to have said. I think that is a grave
indiscretion, if it be true that he made any such statement.
I do not think he ought to discuss the Russian-Japanese
matter in any sense of the word. It is delicate enough as
it is. Nor do I think we should be drawn into it in any
manner,

Mr. President, that is all I have to say on the subject.
I want to make it clear that I am opposed to Russian recog-
nition in any form. While I have no better means of know-
ing how the people feel about it than any other Senator,
it is my opinion that the great majority of the American
people are opposed to Russian recognition; that if a vote
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were to be taken on it throughout the country it would
result overwhelmingly against any such recognition. Now
that recognition has been accorded, however, by the Chief
Executive, it remains for this body to express itself in the
‘only manner it can; that is by a vote on the confirmation
of Mr. Bullitt.

Because I am opposed to Russian recognition, in the first
place, for the reasons stated, and for others I shall not take
the time to mention, and because I am opposed to Mr. Bul-
litt because of the record he has made during the past year,
believing that he is not fitted for the position, I shall vote
against his confirmation if a yea-and-nay vote is taken.
If no yea-and-nay vote is taken, I adopt this means of
registering my protest.

Mr. KING. Mr. President, I apologize to the Senate for
detaining them at this late hour. I do so only because on
a number of occasions, both in the Senate and elsewhere,
I have oppeosed the recognition of the Soviet Government.
The policy of our Government toward Russia which was
announced by President Wilson met my approval. This
policy was stated in an able state paper during the closing
months of Mr. Wilson’s administration. That policy was
followed by Presidents Harding, Coolidge, and Hoover. Mr.
Justice Hughes, when Secretary of State, in a notable state-
ment, supported and emphasized it, and elaborated the rea-
sons upon which it rested.

I visited Russia a number of years ago, where I spent sev-
eral months and traveled between eight and nine thousand
miles in that country. I met many of the leaders of the
Bolshevik regime and also millions of the Russian people. I
stated to a number of those holding official positions in the
Soviet Government, that if certain conditions were accepted
by that Government, I would favor a policy that would lead
to recognition. I regret that the Soviet leaders indicated
their opposition to their acceptance. Changes have taken
place in Russia since I was there, and particularly during
the past 4 or 5 years. President Roosevelt undoubtedly be-
lieved the time had come for recognition to be accorded to
the Soviet Government.

Several months ago it became evident that negotiations
would be entered upon between representatives of the United
States and the Soviet Government looking to an agreement
under which diplomatic relations between the two Govern-
ments would be brought about. In view of the position
which I had taken in the matter of recognition and the
conversations which I had had with representatives of the
Soviet Government, when in Russia, I took the liberty of
submitting a memorandum to our Government, a copy of
which is as follows:

No circumstances have arisen to date that would alter my atti-
tude heretofore expressed in the Senate and elsewhere on the ques-
tion of recognition by the United States of the Soviet Government
in Russia.

I have always felt the most profound sympathy for the Russian
people and have entertained keen regret that they should be
subjected to a regime of political and economic dictatorship rep-
resented by the present authority in Russia. I have belleved that
as an American I have no right to interfere with the internal,
political, or economic affairs established and maintained by another
sovereign nation.

On the other hand, I have always contended that recognition of
a foreign government by our Government is not a duty nor an
obligation on our part but an act of policy dictated by considera-
tions which appear to be in our best interest.

I supported the position of President Wilson in refusing to rec-
ognize the Bolshevik regime and after having visited Russia, where
I spent several months and traveled more than 8,000 miles, I was
more firmly convinced that the best interests of our country would
not be served by extending recognition to the Soviet Government
until and unless that Government should change its policy with
respect to internal affairs as well as external matters, and, more-
over, that it should give ample and convincing proof of its inten-
tion to assume in its international relations a clear obligation to
act in accordance with the generally recognized standards of
{riendly intercourse among nations.

I am, therefore, opposed to extending recognition to the Soviet
Government until such proof is forthcoming,

If it should become the policy of our Government to reconsider
at this time our official attitude toward the Soviet Government,
our first step should be the creation of a competent commission to
escertain, both independently and in consultation with the repre-
sentatives of the Soviet Government, the necessary facts upon
which a judgment can be based as to whether or not the Soviet

Government is prepared, in fact, to assume international obliga-
ions common to all civilized nations.

Specifically, before extending recognition to the Soviet Govern-
ment, we should know: (1) Whether or not that Government is
prepared to undertake to conduct no subversive propaganda in
our country or our Territorial possessions, either directly through
its accredited representatives. or indirectly through such an agency
as the Third Internationale; (%) whether or not that Government is
prepared to and will dissociate itself from the Third Internationale,
and will agree to no longer subsidize it or contribute to its mainte-
nance or activities; (8) whether or not that Government is pre-
pared to and will guarantee an open, public, and fair trial to any
American citizen who may be charged with the violation of any
law, rule, or regulation of such Government; (4) whether or not
that Government is prepared to and will recognize former subjects
of Russia who are naturalized American citizens as American
citizens and will accord to them all the rights of American citizens;
(5) whether or not that Government is prepared, with respect to
the war loans extended by our Treasury to fully accredited repre-

sentatives of the Russian Government then in power, to place

itself on the same footing as all the other governments which had
borrowed from us during the war—that is, to acknowledge the
obligation and to enter into proper negotiations for the discharging
of such obligation; and (6) whether or not that Government is
prepared to enter into negotiations for the satisfaction of the
claims of our citizens who had suffered property damage because
of acts initiated and carried out by authority of that Government.

The willingness of the Soviet Government to assume the under-
takings herein enumerated should be embodied in formal declara-
tions, precedent to our act of recognition.

I will pause to add parenthetically that substantially the
conditions to which I challenged the attention of the Presi-
dent and the State Department have been, I am glad to say,
embodied in the agreements which were entered into.

The experience of other important nations, notably Great
BEritain and France, which had recognized the Soviet Govern-
ment unconditionally, should serve as sufficient warning to us as
to the difficulty of protecting and maintaining our national inter-
ests in the face of the international policies pursued by the
Soviet Government in the absence of previous clearly defined
undertakings on the part of that Government.

It is often asserted that recognition of the Soviet Government
would result for our country in a large expansion of our export
trade to Russia. This, it is held, would be of sufficient benefit to
several important branches of agricultural and industrial produc-
tion in the United States to render the act of recognition a step
in the direction of promoting our best national interests.

The truth of this assertion should be another necessary field
of inquiry for the American Commission suggested above. From
my personal investigation of this subject, I am convinced that no
foundation whatever exists for the extravagant claims advanced
in favor of outstanding trade benefits that would asccrue to us
as a result of our extending recognition to the Soviet Government.

The possibility of our purchases from Russia, the proceeds of
which could be used to pay for our exports to that counfry, is
admittedly very limited. Our sales to Russia, over and above our
purchases from her, would have to be governed by one of the
following factors: (1) A mnet balance in favor of Russia in her
trade with her principal customers, that is, Germany, Great
Britain, Italy, and France; (2) exports of gold by her; and (3)
new credits extended to her in this country.

I am credibly informed that for some time ahead any visible
net balance in favor of Russia in her trade with the principal
European nations is bound to be absorbed by her payments to
these countries on account of credits already extended to her by
their citizens. Similarly, her stocks and current production of
gold are relatively small,

Hence, there would appear to be but a slight businesslike
basis for the extension to her of any substantial volume of new
credits.

All these questions will have to be thoroughly and authorita-
tively investigated before adequate judgment can be formed as
to whather or not the recognition of the Soviet Government would,
in fact, be in our best economic interest. Surely no officials of
our Government would be so oblivious of the disastrous conse-
quences of our huge loans to foreign countries during the post-
war years as to lay the foundation for a resumption of substan-
tial loans abroad without a most careful investigation as to the
soundness of such investments.

In short, an unconditional recognition of the Soviet Govern-
ment, prior to an adequate and authoritative investigation and
unaccompanied by a definite assumption by the Soviet Govern-
ment of trustworthy undertakings along the lines here suggested,
would be a rash and precipitate action, likely to be profoundly
deplored all too scon after it is taken.

Mr. President, the President of the United States, as has
been so well stated by the able Senator from Michigan, and
also by the Senator from Indiana, undoubtedly has the
power under the Constitution to recognize foreign govern-
ments.

Perhaps the time has come to change. At any rate, I am
accepting as a fait accompli the action taken by the Presi-
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dent of the United States. Substantially all the guaranties
I suggested in the memorandum are incorporated in the
agreements which have been entered into.

Mr. President, I sincerely hope that the relations between
our Government and the Soviet Government will be attended
with happy results. For the Russian people I entertain a
high regard. They possess admirable qualities and capacity
for great achievement. Under a liberal and progressive
government they will go far and will materially contribute
to the world’s development.

Mr. President, in my opinion, the selection of Mr. Bullitt
for the post of Ambassador to Russia was most fortunate. I
know of no person in the United States that is as well ac-
quainted with conditions in Russia and with the officials of
the Soviet Government as Mr. Bullitt, and I think President
Roosevelt made a wise choice in selecting him. I am sure he
will properly guard and protect the interests of our Gov-
ernment and will be an important factor in the promotion
of friendly relations between the Russian people and the
United States. Ishall be pleased to vote for his confirmation.

The VICE PRESIDENT. The question is, Shall the Senate
advise and consent to the nomination of William Christian
Bullitt to be Ambassador Extraordinary and Plenipotentiary
to the Union of Soviet Socialist Republics?

The nomination was confirmed.

STATE DEPARTMENT—DIPLOMATIC AND FOREIGN SERVICE

The legislative clerk read the nomination of Hal H.
Sevier, of Texas, to be Ambassador Extraordinary and
Plenipotentiary to Chile,

The nomination was confirmed.

The Ilegislative clerk read the nomination of Post
Wheeler, of Washington, to be Envoy Extraordinary and
Minister Plenipotentiary to Albania.

The nomination was confirmed.

The legislative clerk read the nomination of George H.
Earle, 3d, of Pennsylvania, to be Envoy Exiraordinary and
Minister Plenipotentiary to Austria.

The nomination was confirmed.

The legislative clerk read the nomination of Fay A. des
Portes, of South Carolina, to be Envoy Extraordinary and
Minister Plenipotentiary to Bolivia.

The nomination was confirmed.

The legislative clerk read the nomination of Frederick
A. Sterling, of Texas, to be Envoy Extraordinary and Min-
ister Plenipotentiary to Bulgaria,

The nomination was confirmed.

The legislative clerk read the nomination of Sheldon
Whitehouse, of New York, to be Envoy Extraordinary and
Minister Plenipotentiary to Colombia.

The nomination was confirmed.

The legislative clerk read the nomination of Leo R. Sack,
of Pennsylvania, to be Envoy Extraordinary and Minister
Plenipotentiary to Costa Rica.

The nomination was confirmed.

The legislative clerk read the nomination of Bert Fish, of
Florida, to be Envoy Extraordinary and Minister Plenipo-
tentiary to Egypt.

The nomination was confirmed.

The legislative clerk read the nomination of John Van
A. MacMurray, of Maryland, to be Envoy Exfraordinary and
Minister Plenipotentiary to Estonia, Latvia, and Lithuania.

The nomination was confirmed.

The legislative clerk read the nomination of Edward Al-
bright, of Tennessee, to be Envoy Extraordinary and Min-
ister Plenipotentiary to Finland.

The nomination was confirmed.

The legislative clerk read the nomination of Matthew
E. Hanna, of Ohio, to be Envoy Exiraordinary and Minister
Plenipotentiary to Guatemala.

The nomination was confirmed.

The legislative clerk read the nomination of W. W. Me-
Dowell, of Montana, to be Envoy Extraordinary and Min-
ister Plenipotentiary to the Irish Free State.

The nomination was confirmed.

-

CONGRESSIONAL RECORD—SENATE

JANUARY 11

The legislative clerk read the nomination of Grenville T.
Emmet, of New York, to be Envoy Extraordinary and Minis-
ter Plenipotentiary to the Netherlands.

The nomination was confirmed.

The legislative clerk read the nomination of Arthur Bliss’
Lane, of New York, to be Envoy Extraordinary and Minister
Plenipotentiary to Nicaragua.

The nomination was confirmed.

The legislative clerk read the nomination of Antonio C.
Gonzalez, of New York, to be Envoy Extraordinary and Min-
ister Plenipotentiary to Panama.

The nomination was confirmed.

The legislative clerk read the nomination of Meredith
Nicholzen, of Indiana, to be Envoy Extraordinary and Min-
ister Plenipotentiary to Paraguay.

The nomination was confirmed.

The legislative clerk read the nomination of William H.
Hornibrock, of Utah, to be Envoy Extraordinary and Min-
ister Plenipotentiary to Persia.

The nomination was confirmed.

The legislative clerk read the nomination of James Marion
Baker, of South Carolina, to be Envoy Extraordinary and
Minister Plenipotentiary to Siam.

The nomination was confirmed.

The legislative clerk read the nomination of Charles 8.
Wilson, of Maine, to be Envoy Extraordinary and Minister
Plenipotentiary to Yugoslavia,

The nomination was confirmed.

The legislative clerk read the nomination of John H. Mac-
Veagh, of New York, to be consul

The nomination was confirmed.

The legislative clerk read the nomination of A. Dana Hodg-
don, of Maryland, to be Foreign Service officer of class 6, a
consul, and a secretary in the Diplomatic Service.

The nomination was confirmed.

The legislative clerk read the nomination of Clayson W.
Aldridge, of New York, to be Foreign Service officer of class
7, a consul, and a secrefary in the Diplomatic Service.

The nomination was confirmed.

The legislative clerk read the nomination of Walton C.
Ferris, of Wisconsin, to be Foreign Service officer of class 8,
a consul, and a secretary in the Diplomatic Service.

The nomination was confirmed.

The legislative clerk read the nomination of John G.
Erhardt, of New York, to be consul general.

The nomination was confirmed.

The legislative clerk read the nomination of O. Gaylord
Marsh, of Washington, to be consul general.

The nomination was confirmed.

The legislative clerk read sundry nominations of secre-
taries in the Diplomatic Service.

The nominations were confirmed.

The legislative clerk read the nomination of Thomas M.
Wilson, of Tennessee, to be Foreign Service officer of class 1.

The nomination was confirmed.

The legislative clerk read the nomination of Granam H.
Kemper, of Eentucky, to be consul general.

The nomination was confirmed.

POST OFFICE DEPARTMENT

The legislative clerk read the nomination of William W.
Howes, of South Dakota, to be First Assistant Postmaster
General.

The nomination was confirmed.

The legislative clerk read the nomination of Harllee
Branch, of Georgia, to be Second Assistant Postmaster
General.

The nomination was confirmed.

FEDERAL TRADE COMMISSION

The legislative clerk read the nomination of James M.
Landis, of Massachusetts, to be Federal Trade Commissioner,

The nomination was confirmed.

FEDERAL DEPOSIT INSURANCE CORPORATION

The legislative clerk read the nomination of Walter J.
Cummings, of Illinois, to be director.

The nomination was confirmed.
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The legislative clerk read the nomination of Elbert G.
Bennett, of Utah, to be director.
The nomination was confirmed.
FARM CREDIT ADMINISTRATION

The legislative clerk read the nomination of Albert Simon
Goss, of Washington, to be Land Bank Commissioner.

The nemination was confirmed.

The legislative clerk read the nomination of Francis
Winfred Peck, of Minnesota, to be Cooperative Bank Com-
missioner. v

The nomination was confirmed.

TREASURY DEPARTMENT—BUREAU OF INTERNAL REVENUE

The legislative clerk read the nomination of Eldon P.
King, of Ontario, Oreg., to be Special Deputy Commissioner
of Internal Revenue.

The nomination was confirmed.

COLLECTORS

The legislative clerk read sundry nominations of collectors
of internal revenue.
The nominations were confirmed.
CUSTOMS SERVICE COLLECTORS

The legislative clerk read sundry nominations of collectors
of customs. ;
The nominations were confirmed.
COMPTROLLER OF CUSTOMS

The lf':gislative clerk read the nomination of Samuel T.
Ladd to be comptroller of customs, district no. 4, Boston,
Mass.

The nomination was confirmed.

DEPARTMENT OF THE INTERIOR

The legislative clerk read the nomination of Jessie M.
Gardner to be register, land office, Denver, Colo.
The nomination was confirmed.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA

The legislative clerk read the nomination of George E.
Allen, of the District of Columbia, to be Commissioner.

The nomination was confirmed.

The legislative clerk read the nomination of Melvin C.
Hazen, of the District of Columbia, to be Commissioner.

The nomination was confirmed.

PUBLIC HEALTH SERVICE

The legislative clerk read sundry nominations for promo-
tions in the Public Health Service.
The nominations were confirmed.

GREAT LAKES-ST. LAWRENCE DEEP WATERWAY TREATY

Mr, PITTMAN. Mr. President, I move that the Senate
proceed to the consideration of the treaty between the
United States and the Dominion of Canada for the comple-
tion of the Great Lakes-St. Lawrence deep waterway, signed
July 18, 1932.

The motion was agreed to, and the Senate, as in Com-
mittee of the Whole, proceeded to the consideration of the
treaty.

Mr. PITTMAN. Mr. President, I ask unanimous consent
that a summary of data concerning the pending treaty,
which accompanied the President’s message sent to the Sen-
ate on yesterday, be printed in the REcorb.

The VICE PRESIDENT. Is there objection?

There being no objection, the summary was ordered to be
printed in the Recorp, as follows:

SUMMARY OF REPORTS AND DATA RELATIVE TO THE GREAT LARES-ST.
: LAWRENCE PROJECT

The following pages summarize the results of a survey of the
economic aspects of the proposed Great Lakes-St. Lawrence project.

The basic data are presented in separate reports prepared by the
agencies cooperating in the survey, consisting of 2,000 pages of
text and tables, {llustrated with charts and maps.

THE SEAWAY

In order to appraise a project of such magnitude as the pro-
posed seaway, the investigation was necessarily addressed to
answering certain gquestions:

(1) Is the region affected by the project of sufficient importance

in terms of population, manufacturing output, agriculture, avail-
able ports, and trade, to assure a flow of goods via the waterway
f
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to and from other areas of economic importance both as sources
of commodities and as markets?

(2) Are there commodities already moving in and out of the
region in quantity, which may be counted upon to move mare
freely, if the proposed project offers cheaper transportation?

(3) To what extent will the proposed waterway open up a new
coast line to ocean commerce and in what quantities are com-
modities of various classes and descriptions available as potential
cargo for vessels using the new route?

(4) What savings are likely to be obtained on shipments via the
proposed waterway as compared with the cost of shipping via
present available routes, and what eflect on the economic well-
being of the region and the country as a whole may be expected?

(5) What work is necessary to complete the proposed waterway
and will the cost be justifled when viewed in terms of the
expected savings?

(6) In what way and to what extent will the proposed water-
way affect other parts of the country and other transportation
interests?

The reports here summarized provide, as nearly as possible,
accurate answers to these questions in terms of facts gathered by
Government agencies.

The proposed waterway improvement and its cost

The Great Lakes-St. Lawrence waterway is already in existence.
Its development is not a question of initiating, but rather of com-
pleting, a project in the improvement of which the United States
and Canada have whole-heartedly cooperated for generations. The
vessels of both countries have navigated its waters freely and with
equal rights since the Webster-Ashburton Treaty of 1842, Through-
out this entire period it has been in the truest sense an interna-
tional highway, unique in the fact that for more than a century
no wearship has floated in its waters. The United States and
Canada have already, with common accord, expended many millions
of dollars in its improvement and it now carries an enormous
tonnage even in its most restricted sections.

The waterway, which now extends from Duluth-Superior at the
western end of the Great Lakes system to the Atlantic Ocean, a
distance of 2,350 miles, has already been improved to a minimum
depth of 21 feet except in the relatively short section of the St.
Lawrence River which lies between Prescott-Ogdensburg and Mon-
treal. In this 120-mile section there are now 47 miles of 14-foot
canals. This constricted section forms a bottle neck which pre-
vents the passage of ordinary ocean-going vessels and makes the
port of Montreal virtually the head of ocean navigation and the
transshipment peint for inbound and outbound commerce.

The pending Great Lakes-St. Lawrence Deep Waterway Treaty
is in substance an agreement between the United States and Can-
ada to complete the improvement of the existing waterway to pro-
vide a minimum depth of 27 feet from the Great Lakes ports to
the Atlantic Ocean.

The major portion of the work provided for in the treaty be-
tween the United States and Canada will be done in the Inter-
naticnal Rapids section of the St. Lawrence River, which forms
the boundary between the State of New York and the Province
of Ontario. Here two great dams will be constructed converting
the existing turbulent rapids into deep pools where navigation
will be unrestricted. Ocean-going vessels will be passed around
these dams by canals having a total length of 10 miles with three
locks eapable of handling large ocean-going vessels without delay.
The dams will also be used to generate 2,200,000 horsepower of
electrical energy which will be shared equally between the United
States and Canada.

The completed seaway from Duluth to the Atlantic Ocean will
provide a waterway in which vessels may move with unrestricted
speed over approximately 97 percent of the total distance. The
time required for navigation by ordinary cargo vessels is estimated
at approximately 9 days. From Chicago to the Atlantic Ocean
the distance and time of navigation will be very nearly the same,
The distance and time of navigation from lake ports farther
east will be proportionately less.

Full details are given in the several reports as to the barriers
which remain to be removed and the works required to complete
the seaway.

Attention is particularly directed to the fact that, estimating
the capacity of the present St. Lawrence canals as about 9,000,000
tons of commerce annually, it appears that the capacity of the
existing waterway is largely absorbed by the commerce of today
and that, with the return of normal conditions, it i{s likely to be
exceeded. In 1928 the traflic on these canals amounted to ap-
proximately 8,400,000 tons. This may be compared with approxi-
mately 10,400,000 tons carried through the Panama Canal in
vessels of less than 25-foot draft in the same year. In 1829 the
trafic through the St. Lawrence canals declined to less than
6,000,000 tons but it has been steadlly increasing as a result of
the opening of the new Welland Ship Canal in 1830 to restricted
navigation. It would appear, therefore, that the existing 14-foot
St. Lawrence canals must be speedily enlarged, if serious conges-
tion of commerce is to be avoided.

The annual capacity of the proposed Great Lakes-St, Lawrence
seaway is conservatively estimated by the Corps of Engineers at
25,000,000 tons. In comparing this capacity with the tonnage now
passing throucgh the most restricted section of the waterway, it
may be noted that the tonnage of the 14-foot St. Lawrence canals
increased from approximately 2,000,000 tons in 1908 to 8,400,000
in 1928. This represents an increase of 320 percent during the
20 years, or at the rate of approximately 16 percent per annum.
It will hardly be questioned that the growth of traflic in the
enlarged channels of the seaway will be even more rapid than
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it has been in the restricted channels of the existing canals. But
even on the assumption of the continuance of the past trend,
the proposed capacity of the Great Lakes-St. Lawrence seaway
would be completely utilized in less than 25 years.

The total United States share of the cost of completing this
waterway to open the Great Lakes to ocean-going commerce under
the treaty is estimated at $272,453,000, including the development
of 1,100,000 horsepower on the United States’ side of the Interna-
tional Rapids. Of this it is proposed, under the terms of the joint
resolution which has already passed the House of Representatives,
that $89,726,750 be assumed by the State of New York as repre-
senting the cost which may fairly be allocated to the power proj-
ect. This would place the total net cost to the United States for
the entire project, under the treaty, at $182,726,250.

The annual cost of the seaway to the United States, including
interest at 4 percent, amortization of 50 years, operation and
maintenance, is estimated by the Corps of Engineers at $9,300,000.
This amounts to an annual cost of 7.4 cents per capita for the
population of the United States and 23.2 cents per capita for the
SeaWay area.

The new seacoast

Completion of the Great Lakes-St. Lawrence project will create
a new seacoast for the United States, 3,576 miles in length of
shore line, reaching into the heart of the Nation and converting
30 American cities located on the Lakes and connecting channels
into seaports. As a result, 28 of the 48 States will share in the
extended coast line of the United States.

The following Great Lakes ports, whose foreign and coastwise
water-borne commerce in 1931 exceeded 500,000 short tons, may be
expected to secure increased water-borne commerce as a result of
the completion of the seaway: Duluth, Minn.; Ashland, Green
Bay, Manitowoc, Milwaukee, and Superior, Wis.; Calumet and
Chicago, Ill.; Gary and Indiana Harbor, Ind.; Calecite, Detroit,
Escanaba, Marquette, and Saginaw, Mich.; Ashtabula, Cleveland,
Conneaut, Fairport, Huron, Lorain, Sandusky, and Toledo, Ohio;
Erie, Pa.; Buffalo and Rochester, N.Y.

Opening up this region which has a capacity of production and
consumption comparable with the North Atlantic States must
result in benefits not only to these ports and their adjoining
territory but also to the Nation as a whole.

The seaway area

The seaway area is defined by a line on the map of the United
States bounding the area adjacent to the Great Lakes in which
tion costs to and from the markets of the world would

be reduced by the improvement.

This area, on the basis of data in the reports of the Corps of
Engineers, United States Army, inciudes the following States in
their entirety: Ohio, Indiana, Michigan, Illinois, Wisconsin, Mis-
souri, Iowa, Minnesota, North Dakota, South Dakota, Nebraska,
and Kansas. It includes also parts of New York, Pennsylvania,
Eentucky, Colorado, Wyoming, and Montana.

The population of the seaway area, exclusive of States only
partially included, was 42,470,045 in 1930. This represents approxi-
mately 35 percent of the population of the country. It compares
with a population of 50,220,680 in the Atlantic area; 19872772
in the Gulf area; and 10,211,549 in the Pacific area. For the
past 30 years the population of the area has increased almost uni-
formly at a rate of 13 percent per decade.

If the parts of States not wvholly embraced by the seaway area
are Included, the population to be directly benefited by lower
transportation costs totals approximately 45,000,000. This area
includes 35 cities of more than 100,000 population.

The value of manufactured products In the area In 1929, ex-
clusive of those States only partially included, totaled $27,040,~
672,000, or approximately 38 percent of the national total,

If all the counties of other States included in the seaway area, as
delimited on the map prepared by the United States Engineers,
are included in the seaway area, the combined value of manu-
factured products in this area totaled $32,600,489,000 in 1929, or
46 percent of the total for the United States as a whole. This
manufacture involved the purchase of raw materials of a total
value of $18,277,951,000, or 47 percent of the total value of all raw
materials purchased by factories throughout the country.

Of the 17 States which lead the country In factory production, 9
are wholly and 2 are partially within the seaway area.

The agricultural production of the country is also largely cen-
tered in the seaway area. The States wholly within the area con-
tain 52 percent of all the crop land, 51 percent of the total value
of farm property, 50 percent of the total value of livestock, 52
percent of the dairy cows, 72 percent of the swine, 66 percent of
the butter output, and 49 percent of the egg production.

In grain crops this region produces 76 percent of the corn, 64
percent of the wheat, and 84 percent of the oats raised in the
United States.

The wholesale and retail trade in the seaway area affords a basis
for appraising the demand for foreign and domestic imports.

The wholesale trade of the area in 1929 (including only those
States wholly within it) totaled $22,727,535,000 out of a country-
wide total of $69,291,547,000. If the portions of other States,
which are within the area, are included, the total amounted to
02&?89,866.000. or 38.5 percent of the total for the country as a
whole.

The retail trade of the area presents the same Impressive picture
of a market which will be benefited by the Great Lakes-St. Law-
rence seaway. In 1929 the retail trade of the area amounted to
$19,828,701,000, representing 40 percent of the retail trade of the
United States.

CONGRESSIONAL RECORD—SENATE

JANUARY 11

I'mportance of intercoastal commerce in relation to seaway

The predominance of domestic over forelgn commerce in the
water-borne commerce of the United States is a highly important
factor which must be considered in appraising the effect of the
Great Lakes-St. Lawrence seaway on the several coast lines and
ports interested directly or indirectly in the development.

In the 10 years, 1923 to 1932, inclusive, the domecstic coastwise
and intercoastal trade of the country comprised approximately
four fifths of the total water-borne commerce. In other words,
the volume of domestic commerce was four times as great as
that of foreign commerce. This i{s important because the com-
pletion of the Great Lakes-St. Lawrence seaway will render one
of the country's greatest economic areas accessible to inter-
coastal as well as to foreijgn water-borne commerce.

The predominance of domestic commerce over forelgn is not .
only characteristic of the water-borne commerce of the United
States as a whole, but also of the various separate coasts and
ports, Thus, in 1930, the ratio of domestic to total water-borne
commerce was 82 percent for the ports of the Atlantic seaboard,
70 percent for the ports of the Gulf coast and 84 percent for
ports of the Pacific coast. The enormous Great Lakes tonnage s,
of course, overwhelmingly domestic (92 percent).

It is reasonable to belleve, therefore, that at least 80 percent
of the new traflic that will be developed by the improvement of
the Great Lakes-St. Lawrence seaway will be domestic commerce
moving between the ports on the Great Lakes and the existing
ports on the Atlantic, Gulf, and Pacific coasts.

This suggests that the ports on the other coasts will be more
largely benefited by the growth of intercoastal commerce moving
via the Great Lake-St. Lawrence waterway than they can be in-
jured by changes in the movement of foreijgn commerce occa-
sloned thereby. The Atlantic, Gulf, and Pacific ports, with their
already important movement of domestic water-borne commerce,
will have the added advantage of direct ocean-trade routes to
the new Great Lakes-St. Lawrence coast an ares incom-
parable both as a source of products and as a market for the
goods produced in other areas,

In other words, if it be granted that some of the Atlantic and
Gulf ports may suffer some loss of foreign commerce, which now
moves through them by a combination of rail and water trans-
portation, this disadvantage would be more than offset by reason
of the great increase in domestic commerce with the Great Lakes-
St. Lawrence ports which will develop as soon as the seaway is
opened for navigation,

Potential commerce via seaway

The completion of the Great Lakes-St, Lawrence seaway will
enable 70 percent of the world's ocean-going freight-cargo tonnage
to reach the Great Lakes and St. Lawrence River ports which serve
the important industrial, agricultural, and commercial area de-
scribed above. The potential export and import tonnage which
will move via the seawzay, based on 1929 conditions, is conserva-
tively estimated in a special study prepared by the War Depari-
ment at 13,000,000 tons, and the savings in transportation costs, as
compared with present available routes, at approximately
$79,000,000.

These conclusions rest on the following analysis:

The ocean-going merchant marine of the chief maritime na-
tions of the world, consisting of vessels of 2,000 tons or over,
as of December 31, 1932, totaled 9,858 vessels with a total ton-
nage of 51,000,000. Of this total, 6,938 vessels with a total tonnage
of 30,000,000 have a draft, fully loaded, of 26 feet or less.

The freight-cargo vessels included in the above total 6,707 ves-
sels with a total tonnage of 31,000,000; of this total, 5457 with a
combined tonnage of 22,000,000 have a draft, fully loaded, of
26 feet or less,

These figures indicate that approximately 60 percent of the
world’s ocean-going tonnage and 70 percent of its freight-cargo
tonnage can utilize the proposed seaway to promote the commerce
of the interior of the continent. >

Possible export and import commerce over the proposed St. Law-
rence waterway, based on 1929 conditions, is estimated at 23,000,000
tons. Certain corrections arbitrarily made in an effort to be con-
servative reduce this estimate to a more probable figure of 13,000,000
tons. Potential exports via the waterway include wheat and grain
products, meats and anlmal fats, manufactured iron, chemicals,
automobiles, agricultural implements, and copper. Potential im-
ports include sugar, rubber and rubber substitutes, coffee, bananas,
kaolin, vegetable oll, manganese, and pyrites.

Further analysis reveals that as a whole the potential export and
import trade is fairly well balanced, and that even when broken
down on a zone basis there is considerable possibility of two-way
loading. On the basis on which these estimates are prepared par-
tial loading through the St. Lawrence canals, for vessels of greater
draft than indicated by the canal depth, with additional cargo
picked up through detour to North Atlantic ports, would be eco-
gg;négally profitable whenever the additional pick-up exceeded

ns.

An analysis was made of certain commedities which were re-
garded as important potential tonnage for the Great Lakes-
St. Lawrence seaway. The present costs of transportation of 6
export and 5 import commodities were compared with the possible
costs that might result through development of the proposed
SEAWAY.

These savings and the basis for the figures arrived at are shown
in detall in the report of the War Department. On the basis indi-
cated therein, it is shown that in 1929 there might have been
moved over the proposed seaway a total of exports of 7,741,500 tons
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with a possible saving of $44,810,023, and an import movement of
5,742,333 tons with a possible saving of $34,082,207. It should be
noted that these figures are for the year 1929 and are obtained on
the basis of the best possible transportation costs and assuming
the most favorable conditions.

In the comparisons actual vessel costs were used for both pros-
pective seaway and present ocean transportation. Full vessel load-
ing was also assumed and the figures for tonnage were based on
commerce for the calendar year 1929. Full allowance in seaway
vessel costs was made for insurance and pilotage, as well as for a
reduction in tonnage due to the winter period in which the
8t. Lawrence will be closed to navigation. In using rail rates
commodity rates were used where available.

This saving of over $70,000,000 a year, affecting both the pro-
ducer and the consumer, is based entirely upon foreign commerce,
As stated above, our water-borne foreign commerce is only one
fifth of the total water-borne commerce of the United States.

It has been impossible to derive from authentic sources the
amount with origin and destination of purely domestic commerce.
There are appended in the War Department annex tabulations
showing existing ocean-freight rates compared with published
tariffs for land transportation. A consideration of the producers’
and consumers' market which will be opened up to deep-water
transportation by the development of the proposed seaway with a
comparison of the land and ocean rates will indicate in some small
measure the benefits to domestic commerce which will be de-
veloped through the proposed improvement.

Typical savings in such domestic shipments, assuming return
cargo available, were $5.44 to $12.64 per ton on lumber from Grays
Harbor, Wash., to Detroit, Mich.; $9.332 per ton on class 5 com-
modities from Philadelphia to Chicago; $84.947 per ton on auto-
mobiles from Detroit to Los Angeles.

Coordination of transportation agencies

Adequate appraisal of the proposed seaway must include an
attempt to estimate future traffic requirements of the area affected
and to allocate such traffic between the seaway and existing trans-
portation agencies. So far as the various indices afford a basis
for such an estimate, it is clear that an upward trend is still char-
acteristic both of population and of per capita freight traffic.

Interstate Commerce Commission show that railroad
freight ton-miles increased from an average of 167,712,000,000 in
the 5 years, 1901-5 to an average of 430,378,000,000 for the 5 years,
1926-30 and that, with the exception of the abnormal war period,
the rate of increase has been remarkably steady, with no sign ef
diminution. This is significant in view of the fact that recent
years have been characterized by increasing competition on water-
ways and highways. The trend would indicate a demand for about
650,000,000,000 ton-miles of freight trafiic in 1950, an increase of
200,000,000,000 ton-miles as compared with the 1929 peak.

A simflar analysis based on population growth and increase in
per capita ton-miles of traffic suggests approximately the same
conclusion and warrants the conviction that by 1950 the increase
in traffic offered to the country’s transportation agencies will be at
least 30 times the probable traffic via the seaway. If the com-
parisen is limited to the railroads paralleling the proposed seaway,
it appears that increased demands for traffic will exceed the
potential traffic of the seaway at least 10 times over.

The seaway, then, cannot be viewed as tending to absorb existing
railroad tonnage. The problem is in reality one of apportioning
new traffic in terms of the economic interest of the country.

This must take account of the fact that increasing trafiic has
meant increasing traffic density rather than increasing the num-
ber of miles of railroad. This is particularly true of the railroads
in the eastern district, where the density amounted to 3,195,743
ton-miles per mile of road in 1929 as compared with 1,727,786
ton-miles per mile of road for the country as a whole. On the
eastern trunk lines the density of traffic was still greater, amount-
11%%;0 4,660,584 ton-miles per mile of road for the Pennsylvania in

The period 1920-29 was characterized by increasing trafic be-
tween the Atlantic and Pacific coasts via the Panama Canal, esti-
mated to have saved the country upward of $900,000,000 in freight
charges as compared with what it would have cost to ship the
same traffic by rail. At the same time inland-waterway commerce
was increasing, Yet in that period the railroads showed the best
consecutive record of dividend payments in their history, and dis-
bursed a total of more than $10,000,000,000, or an average of over
$1,000,000,000 a year, in dividend and interest payments.

Detailed analysis shows that the railroads are not burdened with
excess equipment or facilitles. Consequently, to meet the increas-
ing trafiic requirements of coming years, the country may choose,
without injustices to the railroads, whether mnvestment in opening
the interior to ocean navigation would not be advisable as part of
the necessary increased investment In traflic facilities.

Analysis of the effect of Panama Canal traffic on the western
rallroads operating in competition with it shows that the traffic
through the waterway has been predominantly in heavy, bulky
products of low revenue yleld, while on the railroads the pro-
portion of relatively higher-yield trafiic in manufactured articles
has tended to increase. In spite of the growth of intercoastal
shipments through the Canal, the western railroads secured an
increase both in total traffic and in trafic density as compared
with the pre-Canal period,

The gross and net income of the western roads also tended to
increase, the net income reaching an all-time peak of $336,769,396
in 1929. This represented an increase of 48 percent over the net
income of 1913, the peak prior to the Canal opening.

Judging from the experience of the western roads in competi-
tion with the Panama Canal, there is no sound basis for antici-
pating that the development of the Great Lakes-St. Lawrence sea-
way will in any material degree affect adversely either the traffic
or the prosperity of the eastern trunk lines that will compete with
it. The seaway will handle its share of the heavy, bulky, com-
modities and leave the railroads free to handle manufacturers’ and
other relatively higher-yield commodities with greater efficiency.
This will benefit rather than injure the roads.

THE FOWER PROJECT

The following pages summarize an investigation of the economic
aspects of the power projects to be built in the International
Rapids section of the St. Lawrence River in conjunction with the
Great Lakes-St. Lawrence seaway.

The basic data are set forth in a report prepared by the Federal
Power Commission and the Power Authority of the State of New
York, which includes technical appendixes and illustrative charts.

In order to appralse a power project of such magnitude, the
survey was directed to the following questions:

(1) Is the power project an economic undertaking in terms of
capital cost per installed horsepower, proportion of primary horse-
power to installed horsepower, annual cost per horsepower, includ-
ing all charges ahd operating expenses?

(2) To what distance can St. Lawrence power be economically
transmitted?

(3) What are the present power facilities of the region and how
are they located In relation to the St. Lawrence development?
What are the present transmission interconnections?

(4) Are the economic characteristics of the region within trans-
mission distance such as to warrant the conclusion that there will
be a market for the power?

Power development under the treaty defined

The Great Lakes-St. Lawrence seaway project does not involve
the United States in any expenditure, whatever, for power develop-
ments in those sections of the river which are entirely Canadian.
The power in the most important Canadian section, i.e., the
Soulanges Rapids section, is already being developed by Canadian
private interests. This is no concern of the United States under
the Great Lakes-St. Lawrence project but it does afford a cogent
economic reason for the early development of power in the Inter-
national Rapids section if the United States is to keep pace in
providing cheap current for its rural and domestic consumers and
for industry.

The St. Lawrence power development, so far as the United States
is concerned, involves the development of approximately 1,100,000
horsepower in that section of the river which serves as the inter-
national boundary between the State of New York and the
Province of Ontario. If the agreement with the New York Power
Authority, embodied in the joint resolution which has already
passed the House of Representatives, 1s confirmed that agency will
assume responsibility for $89,726,7560 of the total United States
investment under the treaty. The corresponding power develop-
n;eont f?z:-ime other side of the river will be paid for by the Province
of Ontario.

St. Lawrence offers exceptional power resource

The international rapids section of the St. Lawrence RBiver offers
an opportunity for hydroelectric power development which is ex-
ceptional among the remaining water-power resources of the coun-
try. This is so because the Great Lakes provide a 94,000-square-
mile storage reservoir which tends to equalize ths flow of the
river, 'This means that an unusual proportion of the installed
horsepower will be primary power, available all the time, and
requiring no investment in storage systems or stand-by steam
plants.

Under the treaty power will be developed at two sites. The
upper, or Crysler Island Dam, will develop a head of from 196 to
24.2 feet. The lower dam will develop a head of from 56.4 to 60.4
feet. The combined total installation to utilize these heads will
be 2,100,060 horsepower, of which one half, or approximately
1,100,000 horsepower, will be developed in the United States. It
is estimated that on the United States side of the line there will
be available 769,562 primary horsepower and 141,798 high-grade
secondary power.

This will make possible an annual output of 5,000,000,000
kilowatt-hours of primary power, with about 700,000,000 more
from the secondary power. The combined total is equivalent to
;E)pfgos:;mately half of all the electricity sold in New York State

Cost estimates assure economical power development

The investment of $89,726,750, to be assumed by the New York
Power Authority as the share of the total cost of developing the
international rapids section allocable to power, will make power
available at an investment cost of $81.57 per installed horsepower
and $115.74 per primary horsepower. It renders the proposed
power development one of the most economical on the continent,
comparing with an investment cost of $136 per installed horse-
power for the present capacity of Conowingo, $120 for Fifteen Mile
Falls, N.H., and $122 at Muscle Shoals. None of these projects has
the high proportion of primary power available on the 8St. Law=-
rencfér Consequently their cost per primary horsepower is far
greater.

The cost of generating this power, assuming interest at 4 per-
cent, complete amortization of the investment in 40 years, de-
pre;:lilxltlon. maintenance, and operating expenses, may be estimated
as follows:




Annual cost of St. Lawrence power

Interest (4 percent on $89,726,750) : £3, 589, 070
Amortization - 897, 268
Depreciation_ ... 807, 840
Operation and maintenance (2 plants) e _____ 800, 000

6, 094, 178
Cost per primary horsepower year. 7.92
Cost per installed horsepower year. ol 5. 54

St. Lawrence power, used to carry the base load of a system cor-
responding with that of the New York Power & Light Corporation,
could market 87 percent of its potential kilowatt-hour output. On
this basis the generating cost per kilowatt-hour would be about 1.4
mills, On an 80 percent load factor basis it would cost approxi-
mately 1.6 mills, These figures make no allowance for the very
real value of the secondary power.

Ezample of St. Lawrence power in combination with steam

Technical studies made for the New York Power Authority show
extraordinary economies in possible use of St. Lawrence power in
combination with steam-generating capacity. Such a combination
would make it possible to utilize to the fullest extent not only the
primary but also the secondary power. The steam planis would be
used only a portion of the time, when required to carry peak loads.
The steam cost figures used in these estimates are based on data
furnished by the Niagara Hudson Power Corporation to the St.
Lawrence Power Development Commission.

As an example, if combined with 1,780,000 horsepower of steam
plant capacity to carry a system with a 45-percent-load factor and
load curves corresponding with those of the New York Power &
Light Corporation, the St. Lawrence power plants could market
nearly 100 percent of their potential primary power output. The
combination of hydro and steam would provide an annual output
of 7,333,000,000 kilowatt-hours at a cost, with the steam plants
privately owned, of $12.23 per horsepower year or about 4.1 mills
per kilowatt-hour.

Similar results were obtained on the assumption that 200,000
horsepower was sold to industry near Massena on an 80-percent-
load factor basis and the remainder combined with enough steam
generating capacity to supply a system with 45-percent-load factor
2,000,000 horsepower of firm power.

These figures, in conjunction with those in the preceding sec-
tion, indicate that in almost any possible combination St.
Lawrence power will be cheap power of the greatest possible value.

Cost of transmission

Speclal studies have been made of the cost of transmitting that
portion of St. Lawrence power which will not be used by industries
located near the project. The most exhaustive technical investiga-
tion of the problem is that prepared for the Power Authority of
the State of New York by E. F. Scattergood, chief electrical engi-
neer and general.manager of the Los Angeles Bureau of Power and
Light. He was assisted in this analysis by engineers who prepared
similar plans and estimates for transmitting Boulder Dam power
to Los Angeles.

Mr, Scattergood assumes 300,000 kilowatts transmitted to New
York City over 4 straight-of-way 220,000-volt transmission circults
on 2 double-circuit steel-tower transmission lines from the St.
Lawrence River to Elmsford and four 132-kilovolt underground
cables of 80,000-kilowatt capacity from Elmsford into New York
City.

On the above basis, with interest on transmission investment at
475 percent the cost of transmission per kilowatt-hour was
found to be 2.0855 mills at 80-percent-load factor and 2.7806
mills at 60-percent-load factor. The over-all cost of St. Law-
rence power delivered in New York City on this basis would be
48125 mills at 80-percent-load factor and 5.0833 mills at 60-
percent-load factor.

Comparison with other studies suggests a considerable reduction
in the cost of land assumed in this study. If, in addition, the
underground transmission into New York City is eliminated, the
following conclusions as to the cost of transmitting St. Lawrence
power over a publicly owned transmission system appear to be
conservative:

(1) St. Lawrence power can be transmitted to southern New
York, a distance of approximately 300 miles, with allowance for
transmission losses, approximately 2.2 mills at 60-percent-load
factor and 1.6 mills at 80-percent-load factor.

(2) St. Lawrence power can be transmitted to the Utica area,
a distance of 135 miles, with allowance for transmission losses,
for approximately 097 mill at 60-percent-load factor and 0.73
mill at 80-percent-load factor.

On the basis of the above conclusions the total cost of St.
Lawrence power delivered at the end of the 300-mile transmission
line would be 4.20 mills at 60-percent-load factor and 8.13 mills
at 80-percent-load factor. The corresponding figures for delivery
in the Utica area would be 2.99 mills at 60-percent-load factor and
224 mills at 80-percent-load factor.

These calculations are based upon the assumption that the
transmission system is used solely to carry St. Lawrence power.
Actually, if it is combined with other generating stations, as sug-
gested above, there will be a certain amount of relaying of power
in both directions, tending to reduce the cost of transmission.

These figures indicate that St. Lawrence power can be made
available within a wide area at so low a cost as to render its
development an essential step in providing for the power require-
ments of the region. It is an economically sound project both
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in terms of providing for industrial development near the river
and for base-load power in conjunction with other plants to a
distance of 300 miles from the point of production.

St. Lawrence power market area

The first assurance of a ready market for St. Lawrence power
lies in the fact that the area within transmission distance rep-
resents one of the most densely populated regions in the coun-

. With an area of 114,835 square miles it contains a popula-
tion of 24,260,277, representing approximately 20 percent of the
entire population of the United States. The density of popula-
tion is 213 per square mile as compared with 40.5 per square mile
for the country as a whole.

The density of manufacturing activity in the St. Lawrence
power area is also important as a basis for appraising the poten-
tial market for this power. The total value of manufactured prod-
ucts in the area in 1929 amounted to $19,614,432,741, representing
27.8 percent of the value produced by factorles throughout the
country.

This concentration of manufacturing activity means that the
5St. Lawrence project will have within transmission distance fac-
tories which in 1929 used more than 10,000,000 horsepower of
primary energy in the form of electric, steam, and diesel power
and expended $422,000,000 in a single year for this power,

In this connection it may be pointed out that all of the States
in which there is high per capita manufacturing activity are so
located as to benefit from the Great Lakes-St. Lawrence improve-
ment either in its navigation or power aspects. These include
New Hampshire, Massachusetts, Rhode Island, Connecticut, New
York, New Jersey, and Pennsylvania in the power zone, and Ohio,
Indiana, Illinois, and Michigan in the seaway zone. Thus the in-
dustrial life of the country is so located as to create a cogent argu-
ment for the project, from both the power and the navigation
angles.

These figures indicate, on the basis of existing population and
industrial development, that the St. Lawrence power development
is located near & natural market for power. The distribution of
industrial activity in the region, however, is not desirable from
either an economic or social viewpoint, being heavily concentrated
in certain limited areas, especially in the neighborhood of Niagara
Falls and in the New York metropolitan area. The proposed St.
Lawrence power project will be so located as to remedy this un-
balanced condition, tending to encourage industrial development
in a part of the State which will secure from the development tha
advantages of cheap power and ocean shipping.

Generating capacity and power costs in the area

The enormous existing demand for power in the St. Lawrence
power transmission area assures its ready absorption through the
normal growth of that demand. According to the McGraw Cen-
tral Station Directory for 1933 the New England and Middle Atlan-
tic States have an electric power generating capacity of 14,831,630
horsepower. Of this total 3,219,237 horsepower is hydroelectric.

For New York State alone the report shows 6,149,931 installed
horsepower of which 1,515,204 is generated by water power. Al-
though a certain amount of this generating capacity is ungques-
tionably obsolete or merely stand-by, the figures suggest that a
20-percent increase in the demand for electric power in New York
State In the next 7 years would absorb St. Lawrence power. As
will be subsequently shown, all trends indicate that the increase
in demand will far exceed this.

The figures show, however, that avallable generating capacity in
New York State is concentrated to a very large extent in the New
York City and Niagara Falls extremities of the State. These two
limited areas have today approximately 75 percent of the State's
total generating capacity. This leaves an important region in the
State as the natural market for the great bulk of St. Lawrence
power.

The development of this reglon as an industrial market for
power will bring with it increase in population, increase in general
business activity, greater prosperity for the rural areas, and so
will expand the general market for power.

The important generating plants in the State are now intercon-
nected by transmission lines which form a network for the ex-
change of steam and water generated power. This makes it pos-
sible to use effectively the various types of generating facilities to
supplement each other. The recent completion of the transmis-
sion line between Greenbush in Rensselaer County and the New
York City area, completes the tie-up by including the steam plants
of New York City.

The records of the New York Public Service Commission for 1930
show 3,665,182 electric customers of public utilities serving New
York State alone. To meet the demands of these customers re-
quired the production of 11,453,645,139 kilowatt-hours of electrical
energy and the purchase of enough additional outside of the State
to bring the total to 12,794,287,250. Altogether the State ac-
counted for approximately one seventh of the power used in the
United States. An analysis has been prepared showing, for 1830,
the generating costs for all power companies serving New York
State, on the basis of a 7 percent return on the capital invested
in the generating facilities. This required a careful allocation of
capital items including organization, franchises, general equip-
ment and other overheads, as well as of general expense items.

The results showed that direct operating expenses for steam-
power production by the larger and more modern plants varied
from 3.88 mills to 7.25 mills per kilowatt-hour. The average oper=-
ating expense for all steam plants was 4.6984 mills, and this in-
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cluded no allocated expenses or fixed charges. Including the ad-
ditlonal expenses and a 7 percent return on the entire fixed capital
properly assignable to the generation of power, the total cost of
production for the larger stations varled from 8.11 mills to 1289
mills. The average cost of steam generation in the State was
10.654¢ mills.

These figures Indicate that 5t. Lawrence power could be economi-
cally substituted for much that is now generated by steam and
that an economical plan for meeting this demand for additional
generating capacity 10 years ahead must include the immediate
initiation of the St. Lawrence power project.

Potential increase in market for power in St. Lawrence power area

An impprtant consideration in any program designed to meet the
power requirements of the Nation or any part of it is the time
interval which will elapse between the initiation of the plans and
the actual delivery of power from the project.

The blocks of power required to meet the increasing demands of
& growing population, which at the same time is progressing in-
dustrially, are of such magnitude that the necessary provision of
generating capacity cannot be met overnight. This is especially
true if the people are to take advantage of such extracrdinary
resources of cheap hydroelectric. power as the St. Lawrence.

For this reason it is necessary to examine past growth in
demand with a view to determining as far as possible a definite
trend.

There are a number of approaches to determining the probable
market for St. Lawrence power in the area which it may be ex-
pected to serve in the decade, 1941-50. These all necessarily rest
on faith that the business depression which began in 1929 and
continued into 1933 will eventually be completely liquidated and
that the economic well-being and growth of the country will be
reestablished.

Some of the factors to be taken into account in such a fore-
cast are:

(1) Growth of population. If the population continues to
increase and the per capita use of electricity remains at approxi-
mately the present level, then the demand for power in the area
will increase at about the rate of population increase.

(2) Increase in per capita use of electricity in the area. If the
increase in consumption of power per capita of the population
continues, then the demand for power in the area will increase
at a rate representing the combination of the upward trends of
population and per capita consumption.

(3) Increase in gross generation of power.
results of the combined trend noted above.

(4) Increase in the proportion of homes wired for electricity,
with especial reference to the development of rural electrification.

(6) Increase in the average use of electricity per annum In
the homes.

{6) Plans of the electrical industry for extending the use of
domestic and farm electrical appliances.

(7) Other trends tending to increase the per capita and total
demand for electricity, such as substitution of purchased power
for existing power plants in industrial establishments, railroad
electrification, and development of electrochemical and electro-
metallurgical industries using large quantities of power,

Broadly speaking, it may be said that every one of these trends
is upward and that the prospect is for a greater demand for power
by 1040 and 1950 than the conservative estimates below will
forecast.

Population growth in the United States as a whole has been
analyzéed by Thompson and Whelpton in their book, Population
Trends in the United States. Based on an extensive analysis of
vital statistics they project growth ahead, at a diminishing rate
to 1980. Examination of the figures and curves for New York
State Indicates an almost exact correspondence with the rates
of increase for the country as a whole,

Extension of the New York curve on this basis suggests a pop-
ulation increase of 2,150,000 or about 17 percent from 1930 to
1950. If the per capita use of electricity in the State remained
static, this increase in population would create a new demand
for about 2,500,000,000 kilowatt-hours.

The per capita use of mechanical power in the country, however,
is steadily increasing, and with it has gone a continuing increase
in the proportion of that power derived from central electric gen-
eration stations.

In New York State from 1920 annual production of electricity
more than doubled, the per capita output rising from 667 kilowatt-
hours to 1,163 kilowatt-hours per year. Although the depression
brought a slight hesitation in the upward trend, 1933 figures
show that it has been resumed.

A chart plotted to indicate the trend indicates a probable per
capita production of electricity in New York State of 1,740 kilo-
watt-hours in 1940.

The assumption of a population of 13,840,000 in 1940 as fore-
cest above and a per capita demand for 1,740 kilowati-hours in
the same year would require provision for generating 24,081,600,000
kilowatt-hours in the State in that year. This would mean an
increase of nearly 10,000,000,000 kilowatt-hours over the previous
high point, or about twice the estimated output of the proposed
St. Lawrence power plants at 100-percent-load factor.

Electrification of the home

Probably the most important factor In the growth of the market
for the electrical energy is the increasing use of electricity in
homes. This is recognized by the industry itself and is being pro-
moted as the best way of building a stable load.

This shows the
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The act of the New York Legislature creating the Power Au-
thority of the State of New York to undertake the power project
is specifically designed to secure the lowest possible rates for do-
mestic and rural comsumers in order to encourage the fuller use
of electricity in the home and on the farm.,

From 1920 to 18930 the number of residential lighting customera
in the United States increased from 8,700,000 to 20,149,352, The
steady upward trend in the number of residential customers in
the States within the St. Lawrence power area corresponds with
that in the country as a whole. In New England the number in-
creased from 778,300 in 1920 to 2,234,947 in 1930, while in the
Middle Atlantic States the increase was from 1,509,000 to 6,895,089.

The increase in the domestic market for electricity appears in
the Edison Electric Institute compilation showing distribution of
electrical energy by classes of consumers. From 1920 to 1932 the
increase in residential yse proceeded without interruption from
2,950,000,000 kilowatt-hours to 11,987,000,000 kilowatt-hours. Av-
erage annual use per customer increased from 339 kilowatt-hours
in 1920 to 601 kilowatt-hours in 1932,

The present trend In average residential use suggests at least
841 kilowatt-hours per customer in 1940 and 1,103 per customer
in 1950. But such a forecast takes no account of the possibility
that material reductions in present domestic rate schedules are
likely to occur with a resulting major stimulus to the use of
electrical appliances. Such a change in the most important single
factor affecting the trend would unguestionably cause domestic
consumption to approach the average usage prevailing in Ontario.

It may be pointed out, however, that an increase in average
domestic usage to 1,100 kilowatt-hours a year, coupled with an in-
crease in the number of customers paralleling the increase in
population, would more than doubls the present domestic market
for electricity in New York State. It would mean an added de-
meand for more than 1,800,000,000 kilowatt-hours per year.

Electrical appliances promise expanded market for power

The electrification of the home is becoming more and more §
matter of expansion in the use of electrical appliances. The as-
surance that this trend will continue affords a secure foundation
for predictions that the market for power by 1940 will not only
easily absorb but will positively require St. Lawrence power.

In 1921 the residential use of electricity was still predominantly
for lighting, and the amount of power consumed by appliances
was negligible. By 1932, however, domestic electric appliances
were consuming over 57 percent of the electric power sold to resi-
dential customers.

It is important to note that in spite of the serious depression
the number of electric refrigerators increased from 1,860,000 to
4,220,000 in 2 years. As the electric refrigerator consumes an
average of 600 kilowatt-hours a year, this increase of 2,360,000
meant an expansion of 1,460,000,000 kilowatt-hours in the demand
for electric power. Similarly the expansion of 220,000 in the
number of electric ranges meant a market for an additional 605,-
000,000 kilowatt-hours, so that the increass in the number of
these two appliances alone mesnt a new demand for over 2
billion kilowatt-hours of electrical energy.

Rural electrification will provide added market

An important phase of the expansion of the residential market
for electricity will unquestionably be the extension of rural elec-
trification, involving both the connection of a larger proportion
of farms with central electric stations and use of electricity to
perform more functions of the farm and rural home.

Recent years have witnessed a steady increase in the number of
farms in the St. Lawrence power zone which receive electric
service. The figures show that from 1923 to 1932 in the New
England and Middle Atlantic States the number of farms receiving
electric service has increased by nearly 250 percent. But this
increase in rural electrification does not mean that the limits of
the farm market are even being approached.

The possibility of increasing the number of rural families receiv-
ing electric service in New York State has been investigated by
the New York Public Service Commission. The study showed that:

(1) At least 60,000 of the 100,000 farmers not yet receiving elec-
trical service deserved consideration as potential electric cus-
tomers, even though there should be no change in the technic
of the electrical industry or in the status of rural electrification.

(2) The ready adoption by farmers of such appliances as elec-
tric milk coolers, milking machines, incubators, etc., indicates that
the farm consumption of electricity is increasing rapidly and will
continue to do so if properly encouraged.

(3) Some New York farmers were already finding it profitable
to use from 1,000 to 1,500 kilowatt-hours per month,

(4) If electrical service were brought to the remaining economic
farm units in the State, and if all farms were equipped with such
appliances as they could economically use, the annual electric
consumption by the farms of the State would amount to at least
300,000,000 kilowatt-hours, an increase of nearly a quarter of a
billion kilowatt-hours in this field of electrical usage alone.

Electrical industry forecasts growing markel for power

The electrical industry has set as a goal for domestic consump-
tion 1,000 kilowatt-hours per customer in 1936, according to a
recent statement by the commercial director of the Edison Elec-
tric Institute. To accomplish this the industry expects to supple-
ment the growing use of electric refrigeration with an active
development of electric cooking and electric water heating.

On the basis of figures showing the extent of saturation in the
appliance market, Mr. C. M. Ripley, electrical engineer of the
General Electric Co., estimated, February 3, 1932, that there was
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a potential market for appliances in the homes of the United
States sufficient to increase domestic consumption of electricity
by 48,000,000,000 kilowatt-hours.

The General Electric Co. has issued a number of documents on
load building which describe in some detail the various new uses
of electricity. One of these estimates that by the autumn of 1935
an additional 4,200,000 kilowatts of generating capacity will be
required to meet the couniry’s increased demand. It Indicates
the importance of anticipating the growth of load and of provid-
ing the necessary generating capacity to meet the requirements.

Another reflection of the electrical industry's anticipation of a
growing market for electric power is to be found in a publlcation
entitled “Load and Revenue Forecasting™ authorized by the
operating committee of the Edison Electric Institute in July
1933. Some of the conclusions as to future growth in demand
for power may be quoted from this report, as follows:

*“ Energy consumption per customer will continue to increase,
but at a somewhat faster rate, in all probability. This increase
is very consistent through good times and bad, and admits of
rather accurate forecast. The saturation point is not in sight,
nor is it predictable. It has been pointed out that, at the present
development of appliances, the possible consumption is 10,000
kilowatt-hours per customer (Electrical World, Jan. 7, 1933).
Even this amount cannot be taken as the saturation point, be-
cause new applications of electricity in the home will raise this
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“It is evident that there Is an enormous expansion ahead of
us. * * * It is evident that the domestic load will eventually
assume enormous proportions in its demand on the distribution

tem.”
sys'rhese authoritative forecests of the electrical industry itself,
tending to support the conclusions derived from analysis of the
trends in the production and consumption of electricity, present
incontrovertible evidence that the market for St. Lawrence power
will be ready before the project itself can be completed. Operat-
ing in accordance with the purpose laid down for it by the New
York Legislature, its influence in the direction of lower domestic
and rural rates will be a force tending to promote this expansion
in the market for electricity.

Status of St. Lawrence power project under the laws of New York

The St. Lawrence power project of the State of New York is
provided for in chapter 772 of the Laws of New York, approved by
the Governor, April 27, 1931.

This act was the fruition of 25 years of effort fo provide for
development of Bt. Lawrence power by the State in the public
interest. Licenses had been sought by private corporations for
the right to exploit the power resources in the International
Rapids section, but such applications were rejected by both State
and Federal agencies.

Section 5 of the act specifically directed the power authority

“to cooperate with the appropriate agencies and officials of the
United States Government to the end that any project under-
taken " by the trustee—
“shall be consistent with and in aid of the plans of the United
States for the improvement of commerce and navigation along
the St. Lawrence River, and shall be so planned and constructed
as to be adaptable to the plans of the United States therefor, so
that the necessary channels, locks, canals, and other navigational
facilities may be constructed and installed by the United States
in, through, and as part of the said project.”

Bection 5 directed the trustees to
“‘develop, maintain, manage, and operate’' the project and ‘to
make provision so that municipalities and other political sub-
divisions of the State * * * may secure a reasonable share
of the power ' ‘subject to conditions which shall assure the resale
of such power to domestic and rural consumers at the lowest
possible price.’”

A formula was set up by this act to which any contracts
made with private companies for transmission and distribution of
current must conform. The act specifically provided for

(a) Full and complete disclosure to the power authority of all
factors of cost in transmission and distribution of power, so that
rates to consumers may be fixed initially in the contract and
may be adjusted from time to time on the basis of true cost data.

(b) Periodic revisions of the service and rates to consumers on
the basis of accurate cost data obtained by such accounting
methods and systems as shall be approved by the trustees.

{c) That rates, services, and practices of the purchasing, trans-
mitting, and distributing companies In respect to the power gen-
erated by this project shall be governed by the provisions and
principles established in the contract, and not by the regulations
of the Public Service Commission or by the general principles
of public service law regulating rates, services, and practices.

Since the enactment of the law the trustees of the power
authority have recommended additional legislation to permit mu-
nicipalities which do not now enjoy that right under their char-
ters to purchase St. Lawrence power for distribution to con-
SUmers.

In his message to the legislature, January 3, 1934, the Governor
of New York made the following recommendation:

“I trust that during this session a definite conclusion will be
reached by the Federal Government on the trealy with Canada
for the development of the St. Lawrence River. The important
thing is that power be developed as quickly as possible for the
benefit of the consumers of electricity in this State.

“Pending the final settlement of this problem, I repeat the
recommendation made to you last year, that you adopt legisla-
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tion to permit municipalities of the State, after approval by a
referendum vote, to purchase and sell electricity developed from
the Bt. Lawrence River. Municipalities will in this way be able
to buy cheap electricity, and at the same time be given a potent
weapon with which to compel existing puhlic-utmty companies
to provide them with electricity at reasonable rates.’

The evident intent and effect of the laws of New York pro-
viding for the St. Lawrence power project has been the pro-
vision of & yardstick on electrical costs and rates for the benefit
of the consumers of current and for the protection of the public
against unfair charges.

The development of the St. Lawrence by a public agency rep-
resents the last opportunity available to provide the northeastern
section of the United States with the benefits assured other sec-
tions through develcpment of Muscle Shoals, Boulder Dam, the
Columbia River, and similar public projects.

CONCLUSIONS

The studies independently made by the wvarious agencies lead
to the conclusion that the Great Lakes-St. Lawrence project for
power and navigation should be undertaken without delay,

The navigation project is comparable in economic value and
importance to the Panama Canal. It is combined with the de-
velopment of the largest and cheapest block of hydroelectric power
available in North America.

Undertaking of the project will provide employment on essen-
tial and self-liquidating public works during the immediate
period of construction. Its completion will unquestionably con-
fer important national benefits and stimulate the future growth
and development of the United States.

RECESS

Mr. ROBINSON of Arkansas. I move that the Senate take
a recess until 12 o'clock noon tomorrow.

The motion was agreed to, and (at 5 o’clock and 30 min-
utes p.m.) the Senate, in executive session, took a recess
until tomorrow, Friday, January 12, 1934, at 12 o’clock
meridian.

CONFIRMATIONS

Ezecutwe nominations confirmed by the Senate January 11,
1934

ASSISTANT SECRETARIES OF STATE

R. Walton Moore to be Assistant Secretary of State.
Francis Bowes Sayre to be Assistant Secretary of State.

AMBASSADORS EXTRAORDINARY AND PLENIPOTENTARY

William Christian Bullitt to be Ambassador Extraordinary
and Plenipotentiary to the Union of Soviet Socialist Re-
publies.

Hal H. Sevier to be Ambassador Extraordinary and Pleni-
potentiary to Chile. 4

Envoys EXTRAORDINARY AND MINISTERS PLENIPOTENTIARY

Post Wheeler to be Envoy Extraordinary and Minister
Plenipotentiary to Albania.

George H. Earle, 3d, to be Envoy Extraordinary and Minis-
ter Plenipotentiary to Austria.

Fay A. des Portes to be Envoy Extracrdinary and Minister
Plenipotentiary to Bolivia.

Frederick A. Sterling to be Envoy Extraordinary and Min-
ister Plenipotentiary to Bulgaria.

Sheldon Whitehouse to be Envoy Extraordinary and Min-
ister Plenipotentiary to Colombia.

Leo R. Sack to be Envoy Extraordinary and Minister
Plenipotentiary to Costa Rica.

Bert Fish to be Envoy Extraordinary and Minister Pleni-
potentiary to Egypt.

John Van A. MacMurray to be Envoy Extraordinary and
Minister Plenipotentiary to Estonia, Latvia, and Lithuania.

Edward Albright to be Envoy Extraordinary and Minister
Plenipotentiary to Finland. -

Matthew E. Hanna to be Envoy Extraordinary and Minis-
ter Plenipotentiary to Guatemala.

W. W. McDowell to be Envoy Extraordinary and Minister
Plenipotentiary to the Irish Free State.

Grenville T. Emmet to be Envoy Extraordinary and Min-
ister Plenipotentiary to the Netherlands.

Arthur Bliss Lane to be Envoy Exiraordinary and Minis-
ter Plenipotentiary to Nicaragua.

Antonio C. Gonzalez to be Envoy Extraordinary and Min-
ister Plenipotentiary to Panama.

Meredith Nicholson to be Envoy Extraordinary and Min-
ister Plenipotentiary to Paraguay.
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William H. Hornibrook to be Envoy Extraordinary and
Minister Plenipotentiary to Persia.
James Marion Baker to be Envoy Extracrdinary and Min-
jster Plenipotentiary to Siam.
Charles S. Wilson to be Envoy Extraordinary and Minister
Plenipotentiary to Yugoslavia.
SECRETARIES IN THE DIPLOMATIC SERVICE
Whitney Young Bertel E. Kuniholm
Robert F. Fernald Robert Y. Jarvis
John C. Shillock, Jr. Richard S. Huestis
James W. Gantenbein W. Quincy Stanton
Norris B. Chipman Stanley G. Slavens
John L. Bouchal
ConsuLs GENERAL
John G. Erhardt
0. Gaylord Marsh
CoNsUL
Graham H. Eemper
John H, MacVeagh
FOREIGN SERVICE OFFICERS, CONSULS, AND SECRETARIES IN THE
DIPLOMATIC SERVICE
A. Dana Hodgdon
Clayson W. Aldridge
Walton C. Ferris
FOREIGN SERVICE OFFICER, CLASS 1
Thomas M. Wilson
ASSISTANT TREASURER
Marion Glass Banister to be Assistant Treasurer.
ASSISTANT REGISTER OF THE TREASURY
Byrd Leavell to be Assistant Register of the Treasury.
SUPERINTENDENT OF THE MINT (
Mark A. Skinner to be superintendent of the mint, Den-
ver, Colo.
ASSAYER IN THE MINT
Bruce B. LaFollette to be assayer in the mint, Denver,
Colo.
AssSAYER IN CHARGE OF THE MINT
Hugh T. Rippeto to be assayer in charge of the mint, New
Orleans, La.
FIRST ASSISTANT POSTMASTER (GENERAL
William W. Howes to be First Assistant Postmaster Gen-
eral.
SECOND ASSISTANT POSTMASTER GENERAL
Harllee Branch to be Second Assistant Postmaster General.
MEMEER OF THE FEDERAL TRADE COMMISSION
James M. Landis to be a member of the Federal Trade
Commission.
MEMBERS OF THE FEDERAL DEPOSIT INSURANCE CORPORATION
Walter J. Cummings to be a member, board of directors,
Federal Deposit Insurance Corporation.
Elbert G. Bennett to be a member, board of directors, Fed-
eral Deposit Insurance Corporation.
MEMBERS OF THE FARM CREDIT ADMINISTRATION

Albert Simon Goss to be Land Bank Commissioner.
Francis Winfred Peck to be Cooperative Bank Commis-
sioner.
SpeEcIAL DEPUTY COMMISSIONER OF INTERNAL REVENUE

Eldon P. King to be Special Deputy Commissioner of
Internal Revenue.

COLLECTORS OF INTERNAL REVENUE

Carter H. Harrison to be collector, first district of Illinois.
Seldon R, Glenn to be collector, distriet of Kentucky.
Clinton A. Clauson to be collector, district of Maine.
Joseph P. Carney to be collector, district of Massachusetts.
Thomas J. Sheehan to be collector, first district of Mis-
souri.
Dan M. Nee to be collector, sixth district of Missouri.
Peter M. Gagne to be collector, district of New Hamp-
shire.
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James J. Hoey to be collector, second district of New York.

Frank Scofield to be collector, first district of Texas.

Nathaniel B. Early, Jr., to be eollector, district of Virginia.
CoLLECTORS OF CUsTOMS SERVICE

Alfred A. Cohn to be collector of customs, district no. 27.
Raymond Miller to be collector of customs, district no. 47.
Howell Cone to be collector of customs, district no. 17.
John H. Dooley to be collector of customs, district no. 1.
Fountain Rothwell to be collector of customs, district
no. 45.
Adrian Pool to be collector of customs, district no. 24.
I. Walke Truxtun to be collector of customs, district no. 14.
Margaret M. McQuilkin to be collector of customs, district
no. 48. :
COMPTROLLER OF CUSTOMS
Samuel T. Ladd to be comptroller of customs, district
no. 4.
REGISTER OF LAND OFFICE
Jessie M. Gardner to be register, land office, Denver, Colo.
COMMISSIONERS OF THE DISTRICT OF COLUMEIA
George E. Allen
Melvin C. Hazen [
PusLic HEALTH SERVICE
PROMOTIONS
Omar C. Hopkins to be passed assistant sanitary engineer.
Fortunat A. Troie to be surgeon.
Carl E. Rice fo be surgeon.
Edward R. Marshall to be medical director.
Emil Krulish to be medical director.
Chapman H. Binford to be passed assistant surgeon.
John A. Trautman fo be passed assistant surgeon.
Joseph A. Bell to be passed assistant surgeon.
Edward C. Rinck to be passed assistant surgeon.
Gordon A. Abbott to be passed assistant surgeon.
Sidney P. Cooper to be passed assistant surgeon.
George W. Bolin to be passed assistant surgeon.
Elmer T. Ceder to be passed assistant surgeon.
Waldemar C. Dreessen to be passed assistant surgeon.
Noka B. Hon to be passed assistant surgeon.
Otis L. Anderson to be passed assistant surgeon.
Claude D. Head, Jr., to be passed assistant surgeon.
Benjamin E. Holsendorf to be passed assistant pharmacist.
Lon Oliver Weldon to be senior surgeon.
Howard Franklin Smith to be senior surgeon.
James Gayley Townsend to be senior surgeon.
William Howard Slaughter fo be senior surgeon.
Joseph Bolten to be senior surgeon.
LeGrand B. Byington to be surgeon.

HOUSE OF REPRESENTATIVES

THURSDAY, JANUARY 11, 1934

The House met at 12 o’clock noon.
The Chaplain, Rev. James Shera Montgomery, D.D., offered
the following prayer:

Our merciful Heavenly Father, there are no shore lines
where Thou art. Even the wings of the morning are not
mighty enough to carry us beyond Thy sheltering provi-
dence; somewhere and everywhere in all this old world is
Thy mothering heart; we praise Thee. We beseech Thy
wisdom and grace to help us to be spiritual architects, build-
ing upon those focundations that never give way. O let the
temples of our immortal souls rise higher and higher and
without the sound of a hammer. Do Thou manifest Thyself
in all our works and keep us in touch with the teeming
daily human life which is always unfolding itself before our
open eyes., Amen.

The Journal of the proceedings of yesterday was read and
approved.

RULE FOR CONSIDERATION OF INDEPENDENT OFFICES APPROPRIA-
TION BILL, 1935

Mr. BANKHEAD., Mr. Speaker, at the request of the

Chairman of the Committee on Rules, the gentleman from
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